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The Publisher’s Page 


HE improved position of the banks at the end of the half- 

year as compared with January 1 is strikingly illustrated 

by the clearing-house figures presented in this issue be- 

ginning on page 136. If the present effort to review the 
banking situation meets with the approval and support of our 
readers it is the intention to make it a regular semi-annual 
feature of the February and August issues. Comments from our 
readers will be appreciated. Note particularly the statement 
from Comptroller O’Connor and Francis M. Law, president of 
the American Bankers Association. “The Mid-Year Position of 
the New York Banks” is contributed by F. L. Garcta, statistician 
of Hoit, Rose & Troster, New York. 


“THE underlying basis of our superstructure of bank credit is the 


banking habits of our whole population. ‘These habits we are help- 
ing to undermine by excessive service charges on small accounts.” 
So writes RicHarp A. LEsrer in an article entitled “Are Small 
Depositors Over-Charged?’ which begins on page 161 of this issue. 
This writer believes that most service charges on small deposits are 
excessive and will have the tendency to change the banking habits 
of the American people by driving them out of the banking system 
——an eventuality which he sees as being far more serious to the 
banks than the loss in profits from imposing the charge. Many of 
our readers will doubtlessly disagree completely with Mr. Lester’s 
conclusions. If so we hope that they will express their opinions 
for publication. We believe the point is worthy of debate. 


L. Dovetas MerepiruH, author of the series of articles on bank 
advertising and merchandising now running in THE BANKERS 
Macazine, has been given a leave of absence from his post at the 
University of Vermont to accept the position of Commissioner of 
Banking and Insurance of the State of Vermont. In this month’s 
article Dr. Meredith discusses “Selling by Directors and Stock- 
holders.” His remarks concerning bank directors will be of inter- 
est: “Many bank directors know very little of banking and seem 
to make little, if any, effort to learn more about the subject. The 
average director of the small bank is usually selected because of 
his success in business or professional life in the community, and 

vil 
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not on the basis of his banking knowledge and experience. . . . 
Bank directors are notoriously negligent and careless in attendance 
at meetings. These officials are held liable in most jurisdictions 
for acts of the board of directors even though they are not in 
attendance at the meeting, but despite this liability many directors 
are grossly indifferent to their responsibilities.” 


SLOW paper, extensive bond depreciation and officers’ loans are in 
many cases the causes of bank failures, according to FREDERICK 
MveEtter, Jr. This month’s article begins on page 183 and is the 
eleventh in his series on “Losses in Bank Earning Assets.” Losses 
every bank must expect to have “but the efficient banker will be 
able to detect the presence of the situation soon enough, so as to 
not only avert failure on account of it, but to reduce the amount 
of his losses by a considerable margin. Such causes will always 
appear from time to time in all banks. The distinguishing char- 
acteristic is not, however, whether they appear, but with what 
speed they are recognized and disposed of. Only those bankers 
who can readily detect these causes in their early stages can hope 
to survive over any extended period of time, and such detection 
requires expert knowledge, not gained by a mere entry into the 
field. Conclusions with regard to bank failures are difficult to 
draw, with any great amount of validity. There are, of course, 
two forces always operative, which if allowed to predominate for 
any length of time will undermine the solvency of any bank. 
Reference is made to those forces from without, and those from 
within. It is by no means inconceivable that external conditions 
could change so radically, and be so impossible of forecasting, that 
failure would result to the best managed bank. Such conditions 
are beyond the present study. On the other hand there are those 
internal conditions of varying degrees, which can largely be de- 
tected by an alert management. ‘To separate the two, with any 
degree of accuracy, is impossible, inasmuch as the total failures are 
reported in a single figure. This much can be said, however, that 
inasmuch as only a small number of banks fail annually, in propor- 
tion to the total, and that of all banks in a given locality, most of 
them remain solvent, over a period of time, much responsibility 
can be placed upon the management of those failed institutions, 
for varying degrees of incompetency.” 
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The Present Position of Banking in 
the United States 


Banks in Leading Clearing-House Cities Show Increase in Deposits 
and Holdings of Government Securities — Loans and 


Earning Assets Comparatively Stationary 


While the statistical tables published in this issue include only a number of the leading 


cities having clearing-house organizations, it is believed that they are sufficiently representa- 
tive to show the present trend of banking in the country generally. The reports given in 


these tables indicate a marked gain in deposits. 


It is known that a decided increase in this 


item has been made of late by the country banks. It is regretted that, in a few instances, 
where information was requested, it was not furnished in time for publication. THE BANKERS 
MaGAZINE acknowledges its obligation to the various clearing-house associations for their 
co-operation in supplying the statistics relating to their members.—EpiTor. 


all banks doing business in the 

United States, in March of last 
year, there has been a steady improve- 
ment in the general banking situation, 
to such an extent in fact that it may be 
said that the position of our banks is 
today better than for a long time past, 
and in the opinion of some it is con- 
sidered better in some respects than at 
any time in our recent history. This 
statement rests upon these facts: there 
has been a great weeding out of weak 
banks; the remaining banks, in many 
cases, have written off their losses; in- 
debtedness to the Federal Reserve and 
the Reconstruction Finance Corporation 
has been greatly reduced; deposits have 
largely increased. 

In most of the major crises in our 
history more or less distrust of banks 
has been manifest. This was peculiarly 
true of our most recent crisis, when 
banking distrust reached proportions 
without precedent. So great did it be- 
come, in the early part of last year, that 
the President of the United States felt 
impelled to order the temporary closing 
of all the banks in the country. This 
did not mean that all the banks were 


rk the temporary suspension of 


insolvent—far from it. The action was 
taken in order to stop demands made 
by frightened depositors in the face of 
widespread panic. It was a courageous 
action, and its results were salutary, for 
as banks reopened, which most of them 
did in a few days, it was only after 
examination had shown that they were 
in a position to resume on a sound basis. 
Not only did the greater number of 
banks reopen for business, but gradually, 
as the result of various measures, their 
situation has become both stronger and 
more liquid. 

It is well within the truth to say, 
that distrust of the banks has entirely 
disappeared, and that it has been re- 
placed by a feeling of confidence in them 
—a feeling fully warranted by their 
present condition. 

What the present position of the 
banks is in a number of the leading 
cities of the country may be seen from 
comparative statistics presented in suc- 
ceeding pages, these figures having becn 
supplied by the clearing-house associa- 
tions in the respective cities, and include 
their members only. 

Under the extraordinary conditions 
prevailing for some time, it is clear that 
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a return of confidence in the banks has 
been assisted by the plan of temporary 
insurance of deposits now in force. 
While this guaranty does not include the 
bulk of deposits (being limited to $5000 
in each case), it does extend to the ma- 
jority of depositors numerically, and thus 
effectually quiets any fears they might 
have. It is no defense of the guaranty 
principle itself to say that some of the 
features embraced in the present plan 
are free from the objections to the dis- 
credited systems of insurance applied 
by several of the states. Its broad appli- 
cation to the whole country, and the 
exercise of a considerable degree of care 
in the required qualifications for insur- 
ance, are some of these improved fea- 
tures. The funds provided for taking 
care of depositors in failed banks, to 
the limited extent mentioned, are quite 
adequate. Thus far, the calls on this 
fund have been negligible in amount. 
That they would be much greater in 
case of any subsequent banking crisis, 
must be readily apparent. 


Bankers, and perhaps the authorities 
at Washington, recognize that the tem- 
porary insurance plan is but a stop-gap 
to be employed only until a better solu- 
tion of our banking problems can be 


found and put into effect. In its major 
aspects this solution may be found in 
the following ways: 

(1) Nation-wide branch banking. 

(2) An overhauling of state banking 
laws so that they will furnish safe- 
guards no less than those afforded by 
Federal banking laws. 

(3) Incorporation of all commercial 
banks under a uniform Federal law. 

(4) A gradual development of better 
business methods and of higher ethical 
standards among those engaged in bank- 
ing. 

All of these measures, save the last, 
can be effected only as the result of 
legislation, and for the present—and 
perhaps for a long time to come—it will 
be difficult if not impossible to reach an 
agreement as to what is best to be done. 

But probably the best hope of im- 
provement lies in the application of the 
last remedy mentioned above, and for 
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this no legislation whatever is required. 
It is a reform to be applied from within. 
That the great majority of bankers are 
fully alive to the necessity for the ap- 
plication of this remedy is becoming 
more and more apparent. Banking re- 
form of this type will be of slow growth, 
but when it shall be accomplished in the 
course of time, it will no doubt repre- 
sent a more solid gain than any which 
legislation can supply. 

One thing is clear: our banking sys- 
tems, in some way, must be made 
stronger than they have been in the 
past, otherwise the Government may in- 
tervene and itself assume the banking 
business of the country. This is no idle 
supposition, but a fact of which the 
bankers are fully cognizant. 

Such an alternative to an internal re- 
form of banking is something that should 
be prevented. It would give to the Gov- 
ernment a terrific politico-financial power 
certain to become an instrument of 
tyranny. Besides, it is wholly unneces- 
sary. There are today in existence 
enough thoroughly sound banks, in the 
hands of competent and honest bankers, 
adequately to meet the demands of the 
community for banking service. The ex- 
ception to this statement is to be found 
in the smaller towns where there does 
not exist sufficient business to warrant 
the establishment of independent banks. 
For this deficiency the obvious remedy 
is branch banking. 

It is clearly incumbent on the state 
and Federal authorities, not only to stop 
altogether the chartering of small inde- 
pendent banks, but to be exceedingly 
careful in granting any new _ bank 
charters whatsoever. In the past we 
have boasted of our free banking sys- 
tems, as opposed to the earlier method 
of granting charters as special favors. 
But our banking systems have become 
altogether too free, to the hurt of bank- 
ing itself and to the harm of the pub- 
lic. Our crying need today is not for 
more banks, but for better banks. As a 
result of the weeding out process, and 
the reforms instituted by bankers them- 
selves and through legislation, our bank- 
ing systems now represent this desidera- 
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tum to a greater extent than they have 
done for many years. Our objective 
should be to foster these fewer and 
stronger banks, and not soon again to 
multiply the number of banks with the 
inescapable weakness that such an ex- 
tension would involve. 

Any criticism of the former weak- 
nesses revealed by our banking institu- 
tions is unfair that does not take into 
account the factors outside of banking 
which have operated so disastrously 
upon the banks. They have been sub- 
jected to a depression of unexampled 
severity and duration. Inevitably, bank- 
ing is affected by the condition of busi- 
ness in general, and also by the char- 
acter of the people. Sound business 
methods, honest and efhcient conduct of 
industry and trade, are indispensable if 
we are to have sound banking. It is too 
much to expect of the banks that they 
themselves shall provide this, and un- 
fair to charge them with sole respon- 
sibility for the losses due to the incom- 
petence or dishonesty of others. The 


banks have a duty not to encourage in- 
competency and recklessness in the con- 
duct of trade and industry, to restrain 
such tendencies to the extent possible, 
but they cannot wholly remain unaffected 
by the shortcomings of manufacturers, 


merchants and farmers. To a certain 
extent banking will take its color from 
the business of the community as the 
fauna of a locality reflects the surround- 
ing color of the landscape. 

Recently the assertion was made that 
professional banking in this country is 
in its infancy. This may be true, tak- 
ing all the banks into consideration. But 
the United States has not lacked pro- 
fessional bankers of the highest type. 
There was Hugh McCulloch, a profes- 
sional banker if there ever was one. 
And there have been, among many 
others of past days, James B. Forgan, 
George S. Coe, George G. Williams, 
A. B. Hepburn, Alexander Gilbert, An- 
drew J. Frame—the list could be ex- 
tended indefinitely. If living bankers 
were included—men who are profes- 
sional bankers in the best sense of that 
term—pages could be filled with their 
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names. Through all the storms that 
have beset their institutions, they have 
displayed irresistible strength. In the 
past the banks managed by them have 
been sound and strong, and are 30 to- 
day. 

True, there are some offsetting factors 
in the present banking situation. To a 
greater extent than heretofore the banks 
have become investors in United States 
bonds and other securities of the Gov- 
ernment. This development has two ex- 
planations: the falling off in the demand 
for ordinary commercial and industrial 
credit, and the enlarged necessity for 
borrowing by the Federal Government 
in order to meet its huge outlays for 
construction and relief purposes. To the 
extent that investment in United States 
securities has taken the place of holdings 
of industrial and municipal securities of 
inferior quality, the position of the banks 
has been improved. 

So long as confidence is maintained in 
the credit of the Government, the banks 
are not likely to experience serious 
losses on account of the large volume 
of United States securities in their port- 
folios. With the return of better busi- 
ness conditions, Federal borrowing 
should diminish and the demand for 
government bonds by institutions other 
than commercial banks and by private 
investors should increase. 

That the banks now hold govern- 
ment securities to so great an extent 
must be ascribed to abnormal conditions. 
That a reduction in such holdings may 
be looked for as the necessity for public 
borrowing declines and the demand for 
discounts and loans advances, are reason- 
able expectations. Conceding that this 
reduction is desirable when circumstances 
make it possible, trouble need not be 
borrowed by speculating as to what 
might happen in the event of a collapse 
of the public credit. By their heavy 
investment in United States securities, 
the banks have shown confidence in the 
country and its government. While 
this faith is kept by the banks and by 
the people, the future may be con- 
templated with a reasonable sense of 
security. 








The Situation as Seen 
by the President of the 


American Bankers Association 


By FRANCIS M. LAW 


You have asked me to say a word in connection 


with the improvement shown in the condition of banks during the 
past twelve months. 

The June 30 figures, just published, speak for themselves. Banks 
everywhere are shown to be highly liquid and there has been a sub- 
stantial increase in deposits. Hoarded money has been returning to 
the banks, the rapid increase in postal savings has been checked and 
converted into a decrease, and it may be properly said that public 
confidence in banks has been restored. There are over 14,000 banks 
in the country holding membership in the temporary insurance fund 
and only two of these (and they were small banks) have had any 
trouble over this six months’ period. 

The crying need of the banks now is good borrowers. These 
good borrowers will return to the market in greatly increased num- 
bers as soon as their fears and uncertainties are further laid, and as 
soon as the probability of profits appears. In every bank in every 


community in the land good borrowers are welcome. 











The Official Point of View 


By Hon. J. F. T. O'Connor 


Comptroller of the Currency 


of American banking can be com- 

pared with the years 1933 and 1934. 
In March, 1933, every national and 
state bank was closed. The country 
has experienced panics, but never such 
complete paralysis of the banking struc- 
ture. March 16 marked the end of the 
banking holiday, and 4510 national 
banks with deposits of $16,222,583,000 
were permitted to reopen. This left 
1407 national banks with deposits of 
$1,959,467,000 closed. The problem of 
formulating plans to reopen these banks, 
where possible, was the serious concern 


Por ameri no period in the history 


taphers, messengers were hurriedly 
pressed into service and the day and 
night work started. 

The task of bringing relief to millions 
of citizens whose savings were frozen 
in these unlicensed banks was attacked 
with energy. Others must pass judg- 
ment on the results. No one can truly 
visualize the commercial paralysis, the 
horror in the minds of particularly older 
people who feared loss of their life’s 
savings while this nearly two billion 
dollars was locked in closed banks. 

As this article is written sixteen 
months have passed and 991 national 


“The task of bringing relief to millions of citizens whose sav- 


ings were frozen in the unlicensed banks was attacked with energy. 


Others must pass judgment on the results. 


No one can truly 


visualize the commercial paralysis, the horror in the minds of par- 
ticularly older people who feared loss of their life’s savings while 
this nearly two billion dollars was locked in closed banks.” 


of the Comptroller's Department. Over 
night two huge departments known as 
the Conservators’ Division and the Re- 
organization Division were established. 
The unopened banks were placed in 
conservatorship, a new term and classi- 
fication which meant that the banks 
were not taken over by the Government 
but certain powers were suspended and 
more minute supervision was imposed. 
Congress permitted the stockholders to 
formulate plans to reopen the banks. 
Into the new divisions attached to the 
Comptroller's Department came the 
most experienced bank examiners and 
assistants from the field force occupying 
several floors in a large office building 
directly across from the Treasury. Ste- 
nographers, typists, filing clerks, teleg- 


banks have reorganized under old or 
new charters or absorbed, and $1,700,- 
952,000 has been made available to de- 
positors. In addition, 21 national banks 
have voluntarily liquidated, paying the 
depositors in full the sum of $10,038,000. 
Of the 305 placed in receivership, 29 
banks with deposits of $17,071,000 have 
approved plans for reopening. 

The depositors in receivership banks 
have not been forgotten. Over half a 
billion dollars have been paid to them 
since the banking holiday—to be exact, 
$507,935,702. The total number of 
national banks in receivership is 1551. 
Some of these are many years old. The 
deposit liability at closing was $1,838,- 
984,880 and there has been repaid to 
the depositors $907,431,643, or approxi- 
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mately 50 per cent. It should not be 
necessary to point out that the bank’s 
losses must be deducted from the de- 
posits to determine the complete divi- 
dend. 

There has been a remarkable increase 
in the deposits in national banks during 
the past year. The March 5 bank call 
showed an increase in deposits over the 
December 30 call of $1,200,605,000, or 
6.83 per cent. since the previous De- 
cember. While a call has been made 
upon banks for a report of their con- 
dition on June 30, it will be some weeks 
before the statistics are available. 

The Federal Deposit Insurance Cor- 
poration has had a stabilizing effect upon 
the banking structure of the nation. It 
must be given some of the credit for 
the increase in bank deposits; it must 


be given some of the credit for the drop 
in Postal Savings which it is estimated 
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have decreased from January 1, 1934, 
to June 1 of this year in the amount of 
$11,471,658; it passed a_ regulation 
equalizing the rate of interest to be paid 
on time deposits and savings accounts, 
bringing state non-member banks into 
line with national and member banks; 
it must be given some credit also for 
the fact that only one small bank closed 
during the first six months of 1934 as 
compared with the failure of 4479 state 
and national banks during the first six 
months of the preceding ten years. Both 
the depositor and the banker feel more 
secure because of the insurance of bank 
deposits which, since July 1, 1934, pro- 
tects.a depositor up to $5000. 

The facts indicate that the banking 
structure is on a solid foundation. The 
President, Congress and the bankers 
generally have co-operated to bring about 
this result. 


GOLD STANDARD ABSOLVED FROM RESPONSIBILITY 
FOR THE ECONOMIC BREAKDOWN 


THE world is suffering from the effects of credit inflation, be- 
ginning at about 1900 on the basis of an increasing production of 
gold, aggravated by the war issues of credit, and finished off in 
this country by the vast increase of bank credit based upon the 
abnormal importations of gold, which would have been impossible 
but for the war. 

Instead of being chargeable to the gold standard, the inflation 

and subsequent collapse were clearly results of the war and the 
reckless expansion of bank credit, for neither of which had the 
gold standard any responsibility. Both were colossal examples of 
human fallibility and mismanagement—in the case of banking to 
the deliberate decentralization of credit control which has been 
the policy of this country. There is no reason for believing that 
any monetary or banking system that ever will be devised will be 
able to provide a stable level of prices through a world war. 
There have been no price movements not accounted for by the 
performances of the human element in prices, and a system of 
prices which did not reflect violent changes in supply and demand 
would be like a thermometer that did not reflect changes of tem- 
perature.—Letter of National City Bank of New York. 





Mid-Year Position of New York 
City Banks 


By F. L. Garcia 


Statistician, Hoit, Rose & Troster 


NALYSIS of the position of New 
Aw City banks for mid-year of 
1934 reveals as the feature of 

the half-year’s operations the huge rise 
in available funds, gross deposits in the 
case of several institutions reaching the 
highest levels in history. In the invest- 
ment of these funds, the only earning 
asset which shows any material increase 


the upturn in deposits was accelerated 
by gold imports, estimated at approxi- 
mately $700,000,000, and by large-scale 
government financing operations. Dur- 
ing the period December 27, 1933— 
April 4, 1934, combined demand, time 
and government deposits of New York 
City member banks increased $1,021,- 
000,000, or 16.1 per cent. Of this total 


“Deposit insurance and the operations of the Reconstruction 


Finance Corporation, by restoring public confidence and strength- 
ening the capital position of interior banks, have contributed in a 
In the case of 


very important measure to the increase in deposits. 
New York City banks, with their impregnably liquid condition, 
deposit insurance has been only of indirect importance in improv- 


ing the position of interior correspondents. However, every bank, 
large and small, cannot help but be benefited by the prevailing 
healthy state of mind of the public, as contrasted with the morbid 


fear in March, 1933.” 


in relation to deposits is government se- 
curities, but it is of interest to note that 
several institutions of high prestige re- 
duced their government security hold- 
ings during the second quarter. Secu- 
rity loans showed a moderate advance 
during the second quarter, and in view 
of the prospect of heavy security un- 
derwritings during coming months, New 
York City banks will probably find in- 
creased outlet for their funds in this 
earning asset. 


MARKED GAIN IN DEPOSITS 
The increase in gross deposits is be- 


lieved to be the largest on record for a 
similar period. During the first quarter 


increase, $668,000,000, or 65.4 per cent. 
was contributed by private deposits (de- 
mand, 64.8 per cent.; time, 0.6 per 
cent.), while government deposits in war- 
loan accounts contributed $353,000,000, 
or 34.6 per cent. of the increase. During 
this same period, the item “net due to 
banks,” which measures the flow of out- 
of-town bank funds into New York City 
banks, increased $415,000,000, or 39.5 
per cent. This figure is reflected in the 
increase in demand deposits. 

During the second quarter the in- 
crease in deposits was at a slower pace, 
due to smaller gold importations, esti- 
mated at approximately $150,000,000, 
and also to lower volume of government 
financing. During the period April 4,- 
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TABLE 1 


16 NEW YORK CITY BANKS 
INCREASE IN GROSS DEPOSITS TO JUNE 30, 1934 


Bankers ‘Trust 
Bank of the Manhattan Co. 


Bank of New York & Trust Co. .......... 


Brooklyn Trust Co. 

Central Hanover Bank & Trust Co. 
Chase National Bank 

Chemical Bank & Trust Co. 
Commercial National Bank & Trust Co. 
Corn Exchange Bank Trust Co. 

First National Bank 


UNNUN  CRMNNE ID, 8 ics, ai'o.9 SC oS bi9-40 wiel’s 09 
ES EU ORE: necc P rcs cele avaceniote acess 


Manufacturers Trust Co. 

National City Bank 

New York Trust Co. 

Public National Bank & Trust Co. 


Average 


— Decline 


July 3, 1934, combined demand, time 
and government deposits of New York 
City member banks increased $182,000,- 


000, or 2.5 per cent. This was wholly 
accounted for by the increase in private 
deposits of $188,000,000, or 2.8 per 
cent. (demand deposits increased $196,- 
000,000, or 3.3 per cent.; time deposits 
declined $8,000,000, or 1.1 per cent.), 
as government deposits declined $6,000,- 
000, or 0.8 per cent. During this period, 
net due to banks increased $42,000,000, 
or 2.9 per cent. 

As the result of these quarterly in- 
creases, New York City member banks 
as of July 3, 1934, reported combined 
demand, time and government deposits 
of $7,539,000,000, compared with $6,- 
336,000,000 December 27, 1933, an in- 
crease of $1,203,000,000, or 19.0 per 
cent. Of this tremendous increase pri- 
vate deposits contributed $856,000,000, 
or 71 per cent. (wholly in demand de- 
posits, which increased $858,000,000, or 
16.3 per cent.; time deposits declined 
$2,000,000, or 0.3 per cent.), while 
government deposits contributed $347,- 
000,000, or 29 per cent. of the increase. 
During the half-year, net due to banks 
showed an increase of $457,000,000, or 

3.5 per cent. 


For 
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How deposits of individual banks have 
risen is indicated by the accompanying 
Table 1. It will be noted that the ad- 
vance during the first half of 1934 was 
led by Bankers Trust Company, Bank of 
Manhattan Company and Manufactur- 
ers Trust Company. Deposits of Bank- 
ers Trust Company and Manufacturers 
Trust Company reached the _ highest 
levels in their history. 


NEW YORK THE COUNTRY’S MONEY 
CENTER 


These figures emphasize the fact that 
New York City is still very much the 
money center of the country. When 
the Banking Act of 1933 was passed, 
eliminating interest on demand deposits, 
it was thought that this provision would 
result in a decline of deposits in New 
York City banks, particularly in bank- 
ers balances. It may be noted, however, 
that over 53 per cent. of the half-year’s 
increase in demand deposits is traceable 
to the increase in the item “net due to 
banks.” Faced at home with a scarcity 
of suitable commitments for funds, in- 
terior banks have routed excess funds 
to their New York City correspondents. 
Despite the loss of interest, the hope 
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TABLE 2 
NEW YORK CITY MEMBER BANKS 
EARNING ASSETS IN PROPORTION TO DEPOSITS 


Loans on 
Securities 
1934— Per Cent. 
July 3 
March 28 
1933— 
December 27 


December 


July 1 
1930— 
December 31 


that the funds would find investment in 
the New York money market has been 
strong enough to attract a large volume 
of bankers’ balances. Obviously, op- 
portunities for employment of the funds 
at home will compete with the New 
York money market for attraction of 
these funds, but as banks for bankers 
in the money center New York City 
banks will undoubtedly continue to be 
well supplied with out-of-town bank 
balances. 

In this connection deposit insurance 
and operations of the Reconstruction 
Finance Corporation, by restoring pub- 
lic confidence and strengthening the cap- 
ital position of interior banks, have con- 
tributed in a very important measure to 
the increase in deposits. In the case of 
New York City banks, with their im- 
pregnably liquid condition, deposit in- 
surance has been only of indirect im- 
portance in improving the position of 
interior correspondents. However, every 
bank, large and small, cannot help but 
be benefited by the prevailing healthy 
state of mind of the public, as contrasted 
with the morbid fear in March, 1933. 

With business loans still in low vol- 
ume and the Government, in effect, do- 
ing the only large-scale borrowing from 
banks, government monetary and financ- 
ing operations will continue to play an 
important part in building up deposits. 


All Other 
Loans 


Per Cent. 


Other 
Securities 
Per Cent. 

14.6 
16.3 


Government 
Securities 
Per Cent. 

38.8 
37.5 


5.6 17.6 
STF 16.6 


36. 16.1 


6 
33.0 16.5 


8 
4 


14.7 


Government deposits in New York City 
banks contributed 29 per cent. of the 
half-year’s increase in deposits, but un- 
doubtedly also accounted for a large pro- 
portion of the increase in demand de- 
posits. As the Treasury drew on its 
balances in the banks and spent the 
proceeds the funds found their way back 
into the banks, principally in the form 
of demand deposits. 


LACK OF EXPANSION IN EARNING ASSETS 


has 


any 


Great as the increase in deposits 
been it has not as yet resulted in 
real expansion in earning assets. 
those students of banking trends 
tently watching for signs of credit 
pansion study of group figures as 
gards earning assets of New York City 
banks will give little satisfaction. The 
situation is little changed from that pre- 
vailing at the year-end, with govern- 
ment securities still the only earning 
asset showing any material advance. In 
proportion to deposits government se- 
curities show the largest increase with 
security loans, however, showing a mod- 
erate upturn in the second quarter of 
the year. Table 2 summarizes the 
fluctuation in earning assets of New 
York City member banks in relation to 
deposits. 
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TABLE 3 
SIXTEEN NEW YORK CITY BANKS 
CHANGES IN GOVERNMENT SECURITIES AND IN LOANS TO JUNE 30, 1934 
(000 omitted) 


Government Securities 
First 
Quarter 
+$162,034 
+25,615 

—171 
+5,664 
—10,551 
+112,536 
+5,652 
+184 
—10,000 
+5,969 
+91,064 
+14,057 
+38,414 
+18,993 
+5,231 
+10,412 


Bankers Trust 

Bank of the Manhattan Co. 

Bank of New York & Trust Co. .. 
Brooklyn Trust Co. 

Central Hanover Bank & Trust Co. 
Chase National Bank 

Chemical Bank & Trust Co. 
Commercial Nat. Bank & Trust Co. 
Corn Exchange Bank Trust Co. .. 
First National Bank 

ipuaramty Trust Co. 2.6 2. 6 500000 
Irving Trust Co. 

Manufacturers Trust Co. 

National City Bank 

New York Trust Co. 

Public National Bank & Trust Co. 


Loans and Discounts 
First Second 
Quarter Quarter 
—$52,644 +$9,541 
+4,778 —25,917 
+11,944 —4,228 
+1,511 —4,3'70 
—22,941 —4,114 
—81,945 —91,681 
+28,397 +4,098 
+6,936 +5,959 
+2,351 +917 
—15,252 +23,013 
+6,510 
+8,824 
+7,170 
—21,423 
+9,870 
—1,945 


Second 

Quarter 
—$40,964 
+43,180 
+614 
+3.418 
+109,031 
+97,766 
—4,590 
+36 
+7,002 
—26,434 
—27,848 
—2,700 
+4,496 
+46,702 
—8,368 
—866 





+$475,103 


REDUCTION IN GOVERNMENT SECURITIES 
BY SOME BANKS 


These figures alone, however, do not 
tell the full story of the second quarter 
of 1934. Thus they fail to show that 
several leading institutions which in the 
recent past have been very large inves- 
tors in government securities reduced 
their government security holdings dur- 
ing the second quarter and increased 
loans. For example, First National Bank 
as of June 30, 1934, reported total gov- 
ernment securities of $174,203,000, a 
decrease of $26,434,000, or 13.2 per 
cent., as compared with average increase 
of 7.7 per cent. for sixteen leading banks 
during the second quarter. At the same 
time First National Bank increased loans 
from $82,043,000 March 5, 1934, to 
$105,056,000 June 30, 1934, an increase 
of 28.0 per cent., compared with average 
decline of 2.3 per cent. for sixteen lead- 
ing banks. 

The experience of Guaranty Trust 
Company is also a case in point. Dur- 
ing the second quarter investment in 
government securities was reduced $27,- 
848,000, or 5.8 per cent. Loans and dis- 
counts, on the other hand, increased 
$6,510,000, or 1.3 per cent. for the 





+$210,475 


—$77,776 


quarter. Since December 30, 1933, 
Guaranty Trust Company has expanded 
loans and discounts by $93,388,000, or 
17.3 per cent., compared with average 
decline of $77,958,000, or 2.3 per cent. 
for sixteen representative institutions. 
Chemical Bank & Trust Company, Com- 
mercial National Bank & Trust Com- 
pany, Corn Exchange Bank Trust Com- 
pany, Manufacturers Trust Company 
and New York Trust Company are other 
institutions which have notably increased 
loans during the half-year. 

These individual instances, while con- 
trary to the average, illustrate the tend- 
ency of some of the large and weli- 
known banks to reduce the rather large 
concentration in government securities 
and expand loans Another encourag- 
ing sign is the reduction of $50,000,000 
in indicated excess reserves of New York 
City member banks during the period 
March 28 to July 3, 1934, excess re- 
serves as of the latter date totaling ap- 
proximately $420,000,000. 

Table 3 summarizes the changes in 
government security holdings and in 
loans of sixteen leading New York City 
banks for the first and second quarters 
to June 30, 1934. 

Thus it is apparent that while group 
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figures show a continued reduction in 
loans there are several institutions which 
are succeeding in expanding this earning 
asset. This trend in individual instances 
is encouraging, from the standpoint of 
fuller investment of funds, and gives 
promise of influencing group figures dur- 
ing the balance of the year. 


SATISFACTORY EARNINGS 


Earnings of New York City banks 
during the half-year were satisfactory, 
considering the low level of money rates 
and the plethora of funds in the money 
market. A group of sixteen leading in- 
stitutions indicated operating earnings 
for the half-year of $69,755,000, com- 
pared with dividends paid of $39,790,- 
000, a coverage of 175 per cent. The 
fact that over 80 per cent. of deposits 
of New York City member banks is in 
the form of interest-free demand de- 
posits has been an important aid to earn- 
ings. Based on rate of only one-quarter 


of 1 per cent. last paid on demand de- 
posits, the interest saving to New York 
Clearing-House banks on average volume 
of demand deposits December 30, 1933, 
to June 30, 1934, is indicated at over 
$15,000,000. Recoveries from charge- 
offs and profits in bond account also ex- 
plain the ability to show satisfactory 
earnings. The corporate bond averages 
have appreciated over 15 per cent. since 
the first of the year and, as underlying 
conditions continue to be very favorable 
te bonds, banks will probably find cor- 
porate bond account a source of further 
profits. 

With such a favorable earnings record 
during a period of high excess reserves 
the possibilities of sharply increased 
earnings, as available funds are more 
fully invested, are readily apparent. In 
this connection the expansion in higher- 
yielding earning assets already shown by 
several prominent institutions is an en- 
couraging factor in the outlook. 


MISTAKEN VIEWS ABOUT SILVER 


THOsE who claim that raising the world price of silver would 
result in an expansion of American exports to the Orient, ignore 
the fact that China does not customarily pay for her imports with 
silver, but with rice, silk, etc., which she produces. China buys 
large quantities of silver from other countries, and when its price 
is high she has either to export more goods to pay for it, or import 
less. As a matter of fact, American imports of Chinese goods 
have declined considerably more than Chinese purchases of Amer- 
ican goods. 

It is much more probable that “doing something for silver” 
will contribute very little either to Chinese purchasing power or 
American export trade. The inflationary dangers involved in any 
mandatory legislation are considerable, and the issue, filled as it 
is with misconceptions and false hopes, can at best be looked upon 
only as another evidence of unfortunate sectionalism. Passage of 
such mandatory legislation for the silver interests, would go one 
step further in the process of making our Government an agency 
to live on, rather than under.—The Girard Letter, Girard Trust 
Company, Philadelphia. 
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Indications of General Progress as Shown by 
Statements of Individual Banks 


R the purpose of showing in 
Hesse detail the present position 
of leading banks, some of the more 
salient items in their recent reports are 
given in the various items published 


below: 


Corn Exchange National Bank and 
Trust Company (Philadelphia) 


Between March 5, 1934, and June 30, 
1934, deposits of the Corn Exchange 
National Bank and Trust Company in- 
creased from $68,414,727 to $74,108,- 
985. On the latter date cash and due 
from banks was $21,367,039, and while 
government securities were held to the 
amount of $15,399,802, this bank was 
meeting, in a very substantial way, the 
credit needs of its customers, as shown 
by the following items: demand loans, 
$14,041,925; time collateral loans, $7,- 
315,350; commercial paper purchased, 
$2,477,500; bills discounted, $15,653,- 
463. 

On June 30 the capital was $4,550,- 
000 and surplus and undivided profits 
$8,262,079—there being no change in 
the capital since the March 5 statement, 
but an increase of $200,629 in surplus 
and undivided profits. 


Central Hanover Bank and Trust 
Company (New York) 


With capital of $21,000,000, surplus 
and undivided profits of $61,312,478, 
and total resources (June 30, 1934) 
$777,914,674, the Central Hanover 
Bank and Trust Company ranks among 
the very large and strong banks of New 
York. Deposits, which on March 31 
aggregated $637,691,085, had increased 
to $668,631,902 on June 30. 


National Bank of Detroit 


From December 30, 1933, to June 30, 
1934, the National Bank of Detroit in- 
creased its total deposits by $39,619,391. 


At the date of the latter statement the 
capital, surplus and undivided profits 
amounted to $25,899,172; reserves for 
contingencies, $300,000, and for ex- 
penses and dividends $257,536. The 
liquid position of the bank is evidenced 
by cash, due from other banks, and 
government securities aggregating $191,- 
036,354. 


First National Bank of Miami, Florida 


As an excellent example of the 
recovery taking place in Florida—some- 
thing all recent visitors to that state 
have noted—the June 30 statement of 
the First National Bank of Miami may 
be cited. On that date its total re- 
sources were $19,081,806.48, of which 
United States bonds and cash in vault 
and due from banks amounted to $12,- 
795,442.67. The capital stock, on the 
date named, was $1,200,000; surplus, 
profits and reserves, $395,590; and de- 
posits, $17,486,216.48. 


Chase National Bank (New York) 


The statement of Chase National 
Bank for June 30, 1934, made public 
in response to the call issued by the 
Comptroller of the Currency, shows 
the deposits of the bank on June 30 
amounted to $1,512,486,000 and cer- 
tified and cashier’s checks amounted to 
$20,961,000, the sum of which $1,- 
533,447,000, compares with $1,364,- 
339,000 on December 30, 1933, and 
$1,497,486,000 on March 31, 1934. 

Total resources of the bank on 
June 30 amounted to $1,810,699,000, 
as compared with $1,715,188,000 on 
December 30, 1933, and $1,820,539,000 
on March 31, 1934; cash in the bank’s 
vaults and on deposit with the Federal 
Reserve Bank and other banks, $412,- 
911,000 as compared with $304,790,000 
and $393,072,000; investments in 
United States govermnent securities, 
$417,366,000 as compared with $207,- 
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ONLY THE BEST 
Is GOOD ENOUGH 


When purchasing an investment 
you look for 


Safety 
Marketability 
Income 


In other respects one bond may 
be as good as another. 


When establishing a reserve city 
bank connection, be sure the 
service at your command includes 


Long experience 


An extensive list of 
direct connections 


Efficiency of operation 
It is in these matters, chiefly, 
that banks differ. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS $30,000,000 
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064,000 and $319,600,000; securities 
maturing within two years, $94,195,000 
as compared with $91,945,000 and 
$111,467,000; other bonds and secu- 
rities, including stock in the Federal Re- 
serve Bank, $132,857,000 as compared 
with $155,563,000 and $126,306,000; 
loans and discounts, $621,566,000 as 
compared with $795,192,000 and $713,- 
247,000. 

The capital of the bank, consisting 
of $50,000,000 preferred stock and 
$100,270,000 common stock, and the 
surplus of $50,000,000 were unchanged 
from March 31. The undivided profits 
account was $16,521,000 on June 30 
as compared with $11,375,000 on 
March 31. 


Bank of America (California) 

The Bank of America N. T. & S. A. 
and its associated state bank reported 
combined earnings of $5,200,000 for 
the first half of 1934. The six months’ 
earnings covered the full year’s divi- 
dend requirements on capital stock by 


a margin of more than $1,000,000 and 
continued a consistent uptrend in profits 
with a 17 per cent. gain over the earn- 
ings for the first six months of 1933. 

After payment of two quarterly divi- 
dends aggregating $1,800,000 during the 
past six months, the amount of $1,- 
542,000 was appropriated for reserves 
and $1,872,000 was added to undivided 
profits, which increased this account to 
$17,048,000 on June 30. The earn- 
ings were at the annual rate of $10,- 
400,000, or 21/4 times the annual divi- 
dend rate of $4,100,000 established 
when directors increased the quarterly 
disbursement in June. 

The combined statement of condition 
of Bank of America N. T. & S. A. 
and Bank of America (California) as 
of June 30, 1934, shows total deposits 
of $926,004,000, an increase of $158,- 
590,000 since June 30, 1933. Although 
interest payments on commercial ac- 
counts were prohibited within the past 
year, commercial deposits of the Bank 
of America showed a greater percent- 
age gain than did savings deposits dur- 
ing that period. 
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Cash on hand and due from banks 
June 30, 1934, totaled $101,448,412, 
an increase of $16,324,000 for the pre- 
ceding 12 months. Investment in U. S. 
government, state, county and munic- 
ipal bonds was increased $150,382,000 
during the past year to a total of $438,- 
233,734 on June 30, last. Market value 
of these securities is higher than the 
amount at which they are carried on 
the books. 

Appropriations of $5,600,000 were 
made from surplus to reduce the bond 
and loan accounts below their net realiz- 
able value. After these adjustments, 
and after paying dividends in the 
amount of $3,350,000, capital, surplus 
and undivided profits totaled $102,- 
048,488 on June 30, as against $103,- 
417,784 twelve months previously. 

Resources increased $155,660,000 dur- 
ing the past year to a total of $1,- 
091,576,000, the statement shows. Bank 
of America’s growth is in part a re- 
flection of improved agricultural and 
industrial conditions in California, 
which is served by the bank’s 417 
branches operated in 249 communities 
throughout the state. 


Citizens National Trust & Savings 
Bank of Los Angeles 

At the time of mailing checks for 
the 135th dividend, which was payable 
July 2, 1934, at the rate of 30 cents 
per share, Herbert D. Ivey, president of 
Citizens National Trust & Savings Bank 
of Los Angeles, called attention to the 
fact that the bank has maintained an 
unbroken record of consecutive dividend 
payments for more than forty years, or 
since January 2, 1894. Mr. Ivey also 
said: 

“Our board of directors recently au- 
thorized the transfer of $3,000,000 from 
our $6,000,000 surplus fund to a re- 
serve for doubtful items and losses which 
may result from the long continued de- 
pression. However, there is today a 
pronounced tendency toward business 
improvement and as it continues many 
items now classified as doubtful will be 
restored to good standing, since borrow- 
ers will be able again to meet their 








FIDELITY- PHILADELPHIA 
Trust CoMPANY 


Organized 1866 


PHILADELPHIA, PA. 


Statement of Condition, June 30, 1934 


RESOURCES 


Cash on Hand and in Banks ................00.00....... sales $ 32,932,686.91 
U. S. Government Securities and Home Owners’ 


Loan Bonds 19,942,863.03 


Other Investment Securities 
Loans .... 

Real Estate Owned . 

Other Assets 


LIABILITIES 
Capital Stock 
I i et ak 
Undivided Profits . 
Reserve for Contingencies ....... 
Reserve for Interest and Taxes 
Other Liabilities 
Deposits ............ 


Individual Trusts 


35,613,062.51 
32,818,553.79 
4,650,932.22 
4,311,854.20 


$130,269,952.66 


. $ 6,700,000.00 


15,000,000.00 
1,329,943.27 
1,155,185.32 
427,513.52 
882,504.88 
104,774,805.67 


$130,269,952.66 





$1,012,214,000.27 


Corporate Trusts 869,115,970.19 


WILLIAM P. GEST HENRY G. BRENGLE 


Chairman of the Board President 


J. CALVIN WALLACE 


Treasurer 


MEMBER FED © 8: A.t RESERVE SYSTEM 
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obligations. Bank earnings should cor- 
respondingly improve. 

“After making this transfer to reserve 
our statement as of June 30, 1934, 
shows a capital structure of more than 
$9,000,000, represented by $5,000,000 
common stock, $3,000,000 surplus, and 
undivided profits in excess of $1,000,- 
000—this in addition to a reserve of 
more than $3,000,000.” 


National City Bank (New York) 


Deposits of the National City Bank 
as of June 30 were $1,226,637,000 
against $1,186,305,000 on March 31 
and $1,134,750,000 on June 30, 1933. 
Total resources were $1,466,920,000, 
against $1,463,473,000 three months ago 
and $1,475,870,000 a year ago. Cash 
on hand and due from banks and bank- 
ers was $358,390,000 against $384,- 
154,000 in March and $334,165,000 a 
year ago. Holdings of United States 
government securities amounted to 
$304,631,000 compared with $247,929,- 
000 three months ago and $252,382,- 
825 a year ago. 

Loans, discounts and bankers’ accept- 
ances totaled $490,367,000 against 
$511,790,000 and $559,911,000 three 
months and a year ago respectively. 
Capital of $50,000,000 preferred stock 
and $77,500,000 common stock and 
surplus of $30,000,000 were unchanged 
from March 31. Undivided profits were 
$8,018,666 against $7,612,056 at the 
end of March. The bank has declared 
dividends of 33 1-3 cents on the com- 
mon shares, payable August 1, for the 
period April 1 to August 1. 


Transamerica Corporation 


Directors of Transamerica Corpora- 
tion placed the company’s capital stock 
on an annual dividend basis of 25 cents 
a share with the declaration of a divi- 
dend of 1214 cents payable July 31 to 
stock of record July 12. The same 
amount was paid on January 31. 

The aggregate amount of the dis- 
bursement, which will be paid to holders 
of 23,682,231 outstanding shares, is 
$2,960,279, and brings the total amount 


je 


of dividends declared to date in 1934 
to $5,920,519. California will receive 
the maximum benefit from this in- 
crease in purchasing power, as approxi- 
mately 90 per cent. of the total divi- 
dend accrues to residents of that state. 

In announcing the July dividend, 
L. M. Giannini, chairman of Trans- 
america’s executive committee, said, 
“The current disbursement brings the 
total amount of dividends to stock- 
holders of Transamerica Corporation 
and its predecessor to more than 
$113,000,000. 

“While no definite figures on earn- 
ings for the half-year period can be 
compiled at this date, recent estimates 
have established the fact that consoli- 
dated earnings of Transamerica Cor- 
poration and subsidiaries for the past 
six months have covered the dividend 
for the period by a substantial margin. 
The corporation continued to show 
progress during the past half-year with 
marked gains in profits over the cor- 
responding period of 1933.” 


The New York Trust Company 


The New York Trust Company re- 
ported deposits of $266,167,290 on 
June 30, 1934, an increase of $20,932,- 
909 compared with the statement of 
December 31, 1933. It had, as per 
the June 30 statement: cash on hand, 
in Federal Reserve Bank and due from 
banks and bankers, $61,754,019; United 
States securities, $80,081,999. Between 
the earlier and later statements undi- 
vided profits increased by $666,994. 


City Bank Farmers Trust (New York} 


The report of the City Bank Farmers: 
Trust Company, affiliate of the National 
City Bank, as of June 30, gives effect 
for the first time to that institution's 
recently acquired membership in the 
Federal Reserve System. It shows hold- 
ings of $600,000 stock in the Federal 
Reserve Bank of New York. The trust 
company reports deposits of $40,263,- 
215 compared with $41,773,149 on 
March 31, and $40,618,823 on June 30, 
1933. Resources were $63,021,173 
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Statement of Condition, June 30, 1934 


ASSETS 


Cash and Due from Banks ........ 7 
United States Government Securities ........ 
Bonds Purchased for Investment .............. 
U. S. Bonds to secure circulation 

Loans and Discounts ....................... 
Banking House . 

Federal Reserve Bank Stock .................... 
Other Assets 


LIABILITIES 
Capital Stock, Common 
Capital Stock, Preferred ............... 
Surplus and Undivided Profits 


Reserved for Interest, Taxes, etc. .................0.0..0.... 


Reserved for Dividends . 
Circulation 


Other Liabilities 


$19,264,059.50 
12,336,173.29 
1,406,512.48 
2,000,000.00 
13,515,209.11 
1,500,000.00 
183,000.00 
52,796.31 


$50,257,750.69 


$ 3,000,000.00 
2,500,000.00 
966,773.68 
63,436.80 
104,301.37 
2,000,000.00 


_ 41,592,225.96 


31,012.88 


$50,257,750.69 


J. T. SCOTT, Chairman of the Board 


F. M. LAW, President 
E. L. NEVILLE, Chairman 
of Executive Committee 
W. S. COCHRAN 
Vice-President 


M. D. JENKINS 
Vice-President and Cashier 





SAM R. LAWDER 
Vice-President 
W. A. KIRKLAND 
Vice-President 
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against $63,966,562 on March 31, and 
$62,783,719 on June 30 last year. 
The bank had $7,834,427 cash on 
hand and due from banks and’ bankers, 
against $9,531,128 three months ago 
and $7,849,470 a year ago. United 
States government bonds amount to 
$17,517,427 against $18,320,000 three 
months ago and $8,079,696 a year ago. 


Clinton Trust Company (New York) 


In its statement of condition as of 
June 30, the Clinton Trust Company 
reports deposits of $3,107,861 compared 
with $2,949,979 on March 31 last, and 
resources of $4,462,750, compared with 
$4,051,647. Cash on hand and due 
from banks totaled $1,117,070 com- 
pared with $706,689 three months ago; 
holdings of bonds were $1,331,986 
against $1,228,018; mortgages, $144,077 
against $141,827 and other securities 
$110,177 against $121,052. 


United States Trust Company 


(New York) 


Totai resources of the United States 
Trust Company on June 30 stood at 
$91,175,102, compared with $89,824,- 
000 on April 3. Deposits increased 
from $59,399,000 to $60,068,803 in the 
period, while surplus and undivided 
profits increased from $27,264,000 to 
$27,512,488. 


Pennsylvania Company for Insurances 


(Philadelphia ) 


The Pennsylvania Company for In- 
surances on Lives and Granting An- 
nuities reports total resources of $230,- 
216,488 as of June 30. Deposits totaled 
$203,360,563, while surplus and un- 
divided profits stood at $13,865,474. 


Bankers Trust Company (New York) 


Total resources of Bankers Trust 
Company, as shown in the condensed 
statement of condition as of June 30, 
come to $927,752,644. This compares 
with $901,507,480 as of March 31 last. 
Gross deposits have increased from 
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$763,759,130 to $808,860,223 during 
the same period. In the statement as 
of March 31, the company segregated 
government from other deposits; the 
former show a decrease of $7,406,250 
as against an increase in the latter of 
$49,936,793, compared with the pre- 
vious figures. 


Irving Trust Company (New York) 


Deposits of the Irving Trust Com- 
pany advanced from $412,928,074 on 
December 31, 1933, to $460,856,967 on 
June 30, 1934. In the same period 
undivided profits increased by $129,346, 
bringing the total of capital, surplus and 
undivided profits up to $107,693,507. 
Against contingencies a reserve of $8,- 
489,048 is maintained. 


Guaranty Trust Company (New York) 


The report of the Guaranty Trust 
Company for June 30 shows increases 
in deposits and in total resources com- 
pared with March 31 last. The bank 
added to its holdings of cash, but, .con- 
trary to most other institutions which 
have reported, showed a reduction in 
holdings of United States government 
securities. Its loans and discounts, how- 
ever, advanced during the quarter. 

The bank reported total deposits 
of $1,203,475,411, compared with $1,- 
178,744,990 on March 31 and $1,087,- 
621,195 on June 30, 1933. Total re- 
sources were $1,539,221,443, against 
$1,528,975,103 three months ago and 
$1,445,114,708 a year ago. Cash on 
hand and due from banks was $240,- 
360,145, against $214,384,972 at the 
end of March and $249,332,301 a year 
ago. Holdings of United States gov- 
ernment securities were $456,980,759, 
against $484,829,281 and $482,920,173 
three months and a year ago respec- 
tively. 

The Guaranty reported a total of 
$635,002,054 in loans and bills pur- 
chased, compared with $628,491,775 at 
the end of March and $491,098,292 a 
year ago. The item of bullion in foreign 
branches which the bank began report- 
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ing three months ago amounted to $8,- 
164,481 on June 30, against $2,003,821 
at the end of March. 

Capital and surplus were unchanged 
at $90,000,000 and $170,000,000 re- 
spectively, and undivided profits were 
$7,466,152, against $7,660,073 three 
months ago and $7,266,270 a year 
ago. 


Corn Exchange Bank Trust 
(New York) 


The Corn Exchange Bank Trust 
Company issued a statement of its con- 
dition on July 1, showing total re- 
sources of $253,984,071, compared with 
$252,814,909 on March 31 and $277,- 
160,515 on July 1, 1933. Deposits 
were $219,813,768, against $218,731,- 
172 on March 31 and $237,947,370 on 
July 1 last year. Cash in vaults and 
due from banks was $42,294,297, 
against $32,575,565 on July 1 last year. 
United States government securities in- 
creased from $82,767,302 on July 1 
last year to $89,340,875 on July 1. 
Secured demand loans decreased to $22,- 
397,960 from $28,674,285 July 1, 1933, 
while secured time loans were down to 
$4,714,337 from $9,971,896. 

Capital was unchanged at $15,000,- 
000. Surplus and undivided profits 
were $16,170,302, against $16,083,736 
on March 31 and $17,535,813 on 
July 1, 1933. A capital note of $3,- 
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000,000 payable on or before July 31 
was more than offset by Reconstruction 
Finance Corporation notes of $5,978,- 
865 held by the bank. 


Wells Fargo of San Francisco 


The Wells Fargo Bank and Union 
Trust Company, San Francisco, in its 
June 30 report shows total resources of 
$203,648,111. Deposits established an 
all time record of $178,880,878 and 
compare with $167,206,647, on June 30, 
1933, the previous high point, and with 
$122,766,514 on June 29, 1929. Un- 
divided profits were $3,364,202, against 
$3,305,164 a year ago. 


National Bank of Commerce 
(Norfolk, Va.) 


The National Bank of Commerce of 
Norfolk, Va., shows in its June 30 re- 
port total resources of $29,387,392; de- 
posits of $24,524,111; cash and due 
from banks, $7,841,850; United States 
government securities, $5,885,669; de- 
mand and time loans, $8,253,498; capi- 
tal, $2,000,000, and surplus and un- 
divided profits, $606,447. 


Tradesmen’s National Bank and Trust 
(Philadelphia ) 


The statement, as of June 30, of the 
Tradesmen’s National Bank and Trust 
Company of Philadelphia shows total 
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Which leaves a surplus at investment value of 
to protect depositors against any possible loss. 


FOUNDED 1851 


The Funds of the Bank are invested as follows: 
Cash in our Vaults and on deposit with banks and trust companies, 


United States Government Bonds....... 
Bonds of various states, cities, counties, etc 
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32,237,703.29 
48,610,529.90 
17,733,266.98 
2,904,246.77 


461,400.00 


3,497,904.98 
7,499,800.00 
3,549,525.00 

722,119.71 


54,021.05 

9,475.80 

87,011.85 
$232,202,181.77 


$36,289,709.40 








resources of $45,578,442, deposits of 
$33,784,757, cash and due from banks 
$10,748,976, United States government 
bonds and certificates $8,811,942, de- 
mand and time loans and commercial 
paper $16,314,804, capital $3,300,000, 
surplus $3,300,000 and undivided profits 
and reserves $1,391,461. 


First National Bank of Chicago 


The statement of the First National 
Bank of Chicago for June 30 shows 
total resources of $763,435,107, deposits 
$687,225,747, cash on hand and due 
from banks $335,154,298, United States 
bonds and securities guaranteed by 
United States Government $140,945,- 
539, of which $20,302,000 is pledged 
to secure public deposits, $21,500,000 
to secure trust deposits and $500,000 
under the Trust Act of Illinois; loans 
and discounts $196,535,030, other bonds 
and securities $71,370,899, preferred 
capital stock $25,000,000, common capi- 
tal stock $25,000,000, surplus and un- 
divided profits $11,495,177 and special 
Teserve $5,000,000. 


Hamilton National (Chattanooga) 


The Hamilton National Bank of 
Chattanooga, Tenn., announced that on 
June 30 it had total resources of $34,- 
467,959, deposits of $29,060,466, cash 
in vaults and due from banks $7,854,- 
296, United States bonds other than 
circulation requirements. $7,290,534, 
loans and discounts of $11,806,889, 
capital stock amounting to $2,000,000 
and surplus and undivided profits of 
$1,072,172. 


Sterling National Bank and Trust 
Company (New York) 


The Sterling National Bank and 
Trust Company in its statement of con- 
dition as of June 30 reports total re- 
sources of $24,122,634. Deposits 
amounted to $19,704,379, capital to 
$1,500,000 and surplus and undivided 
profits to $1,004,917. The statement 
shows the cash position as $3,687,928, 
with the bank’s holdings of United 
States government securities amount- 
ing to $8,312,372, and of state, munic- 
ipal and corporation bonds to $5,- 
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582,814. At the end of 1933 total 
resources were $19,851,824, with de- 
posits of $15,508,102. 


The First National Bank (New York) 


The First National Bank, New York, 
in its statement of condition of June 30, 
disclosed that the $15,000,000 set aside 
for reserves for contingencies in its 
statement for March 5 has been re- 
turned to surplus, making the latter 
$80,000,000, against $65,000,000, which 
ruled since two years ago, when $25,- 
000,000 was taken from it for re- 
serves. Capital is unchanged at $10, 
000,000, with undivided profits now 
shown as $8,495,460, compared with 
$8,717,022 as of March 5, and with 
$7,278,379 at the end of 1933. 

The bank reports deposits of $419,- 
870,314, against $390,522,310 on 
March 5 and $377,858,450 at the end 
of 1933. Total resources are currently 
reported as $523,788,549, against $501,- 
192,573 in March and $489,312,627 at 
the end of 1933. The principal increase 
in the items under resources occurred in 
the cash item, since holdings of United 
States government and other securities 
have been reduced. 


Chemical Bank and Trust Company 
(New York) 


The Chemical Bank and Trust Com- 
pany reports total resources of $490,- 
276,726 as of June 30, against $447,- 
711,481 at the end of 1933. Deposits 
are $386,207,544, against $327,395,669, 
with capital and surplus unchanged at 
$20,000,000 and $40,000,000, respec- 
tively, and undivided profits $8,945,281, 
against $7,490,327. The cash position 
has gained by about $15,000,000, and 
bankers’ acceptances and demand loans 
have doubled to $64,545,191. 


Manufacturers Trust Company 


(New York) 


The Manufacturers Trust Company, 
whose statement of condition of 
March 31 showed deposits at the high- 
est point in its history, now reveals in 
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its statement for June 30 a further gain 
of $25,000,000. Deposits are now 
$450,945,403. Capital, surplus and un- 
divided profits remain unchanged. Re- 
sources now are $563,432,537, com- 
pared with $546,615,413 three months 
ago. Cash is listed as $66,022,382, and 
Federal securities, including Federal 
Farm Mortgage Corporation and Home 
Owners’ Loan Corporation bonds, as 
$183,023,261. These items compared 
with $67,417,217 and $157,174,934 in 
March. 


Bank of New York and Trust 
Company (New York) 


The Bank of New York and Trust 
Company, as of the close of business 
June 30, reports deposits of $133,526, 
178, compared with $123,080,730 at 
the end of 1933. Capital, surplus and 
undivided profits are $15,928,054, 
against $15,745,788 six months ago, 
with reserves carried as $4,438,187, 
against $4,243,343. Total assets are 
$161,962,631, compared with $151, 
260,674. The cash position has been 
increased by about $3,000,000 and 
holdings of United States government 
securities are up about $500,000. 


Continental Bank and Trust Company 
(New York) 


The Continental Bank and Trust 
Company shows deposits of $36,777,595 
as of June 30, compared with $31, 
981,379 at the end of 1933. Capital, 
surplus and undivided profits are $7, 
507,880, against $7,467,445 on March 
31 and $8,627,379 at the end of 1933, 
after which time $1,000,000 was trans- 
ferred from surplus to reserves. The 
cash position is $9,201,937, against $8,- 
011,870 December 31, and holdings of 
United States government securities are 
$11,335,109, against $9,578,162. 


Grace National Bank (New York) 


The Grace National Bank reports 
total resources of $29,478,082 June 30, 
compared with $29,374,389 March 5. 
Deposits are $22,684,949, against $22,- 
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407,477. Cash is $3,841,545, against 
$3,975,502; holdings’ of United States 
government securities $9,176,497, 
against $13,177,596, and municipal and 
other securities $4,362,243, against $1,- 
855,364. 


Fulton Trust Company (New York) 


The Fulton Trust Company reports 
deposits of $16,381,400 as of June 30, 
an increase of $1,308,700 for the first 
half of the year. Capital, surplus and 
undivided profits total $4,626,714, with 
the undivided profit item of $626,712, 
not including profits from the sale of 
securities, showing an increase of $26,- 
160 since the end of last year. 


Bank of the Manhattan Company 
(New York) 


The Bank of the Manhattan Com- 
pany in its statement of condition on 
June 30 shows total resources of $502, 
828,052, against $446,306,649 on De- 
cember 31, and deposits of $421,016,616, 
against $321,664,583. Capital, surplus 
and undivided profits are unchanged at 
$51,931,681. The reserve for contin- 
gencies now amounts to $1,776,104, 
against $4,044,221 on December 31. 
The bank’s holdings of United States 
government securities are now $107,- 
637,178, against $38,841,936. Hold- 
ings of state and municipal bonds were 
increased slightly. 


Marine Midland Trust Company 
(New York) 


The Marine Midland Trust Company 
shows total resources of $93,641,277 
in its statement of condition on June 30, 
compared with $88,387,590 on Decem- 
ber 31. Deposits amount to $73,632, 
363, against $65,851,850. Capital, sur- 
plus and undivided profits are now $5,- 
000,000, $5,000,000 and $2,346,238 re- 
spectively, against $10,000,000, $5,000,- 
000 and $269,911. The item of re- 
serves is carried at $247,790, against 
$125,114 at the end of last year. Hold- 
ing of United States government bonds 
have been increased while those of 
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RESOURCES 


Loans and Discounts 
Overdrafts 
Banking House Equipment... . 
Federal Reserve Bank Stock 
State Bonds 
Florida Municipal Bonds 85.00 
Public Utility Bonds 112. 512.75 
Railroad Bonds 143,092.00 
Industrial Bonds 143,790.50 
Federal 
Bank Bond 450,923.52 
Federal Land Bank Bonds... . 10,087.50 
Owners’ Loan Corpora- 
1,012,656.25 
1,050,000.00 


103,971.36 


U. 
Bonds $9, oe 213.38 
Cash in Vault and Du 


from Banks 2, "334, 229.29 12,795,442.67 
$19,081,806.48 


LIABILITIES 
Capital 
Surplus, 
Deposits 


$1,2 eae 00 
Profits and Reserves 395, 
17 Pts 48 


$19,081,806.48 


municipal and general bonds, notably 
the latter, have been reduced. 


Philadelphia National Bank 


The Philadelphia National Bank, in 
its report for June 30, shows total de- 
posits of $335,346,862, capital stock of 
$14,000,000, surplus and net profits of 
$18,966,962, and contingency reserves 
of $4,586,366. Total assets are $383,- 
832,616, of which cash accounts for 
$138,949,231, holdings of United States 
government securities are $87,078,429, 
and municipal bonds $14,396,361. 


Title Guarantee and Trust Company 


(New York) 


The Title Guarantee and Trust Com- 
pany, with total resources of $51,423,- 
755 on June 30, shows a decline from 
December 31, when the total was $54,- 


217,663. Deposits are now $20,617,- 
529, against $26,304,141. Capital is 
unchanged at $10,000,000. Surplus is 
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$7,500,000, against $10,000,000, and 
undivided profits are $705,986, against 
$669,251. An added liability is $4,- 
161,775 of debentures sold to the Re- 
construction Finance Corporation. The 
cash position is $4,334,773, against $7,- 
468,569. Holdings of United States 
government and municipal bonds have 
been increased. 


Fidelity-Philadelphia Trust Company 
(Philadelphia ) 


The Fidelity-Philadelphia Trust Com- 
pany shows deposits of $104,774,805 
as of June 30, with capital amounting 
to $6,700,000, surplus to $15,000,000 
and undivided profits to $1,329,943. Of 
the total resources of $130,269,952, the 
cash item amounts to $32,932,686, and 
holdings of United States government 
securities and Home Owners’ Loan 
bonds to $19,942,863. The bank re- 
ports that it acts for individual trusts 
of $1,012,214,000 and corporate trusts 
of $869,115,970. 


Kings County Trust Company 
(New York) 


The Kings County Trust Company 
in its statement as of June 30 reports 
a gain of slightly more than $500,000 
in deposits since December 31. Com- 
mercial and collateral loans to custom- 
ers increased $747,000, and holdings of 
United States government securities 
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gained $1,380,000. The sum of $500, 
000 was appropriated out of undivided 
profits for reserves. 


Schroder Institutions (New York) 


The J. Henry Schroder Banking Cor- 
poration reported $11,330,919 due to 
customers, surplus and undivided profits 
of $1,676,785 and total resources of 
$25,717,020 on June 30. The J. Henry 
Schroder Trust Company reported de- 
posits of $8,090,290, surplus and un- 
divided profits of $611,963 and total 
resources of $10,015,681 on that date. 


Continental Illinois National Bank 
and Trust Company (Chicago) 


The deposits of the Continental Illi- 
nois National Bank and Trust Company 
of Chicago increased from $629,944,- 
034.31 on December 30, 1933, to $745,- 
555,537.61 on June 30, 1934. At the 
former period the bank held United 
States government securities to the 
amount of $125,205,950.86. This sum 
increased during the subsequent six 
months to $251,238,341.64. Loans and 
discounts, however, decreased from 
$269,654,530.95 to $259,029,412.85. 
During the first half the reserve for 
contingencies remained at $12,500, 
000.00, but undivided profits rose $5, 
250,458.27 to $8,101,094.75. Surplus 
also increased by $750,000.00 to $10, 
750,000.00. 





Are Small Depositors Over-Charged? 


By RicHarp A. LESTER 


NRA has proved an_ unfortunate 

venture, and General “cracker-down” 
Johnson has beaten an inglorious retreat 
on that front. In regard to price-fixing 
by bankers, however, the blustering 
general so far seems content to follow 
a laissez-faire policy, to let nature and 
our bankers take their course. He well 
knows from personal experience last 
winter with the banking code that the 
service-charge issue is full of dynamite. 


] sea ties > price-fixing under the 


“Many bankers 


at 6 per cent., which is the going rate 
for commercial loans in this city, the 
entire cost would be $3.00. This would 
avoid a service charge of fifty cents per 
month, or $6.00 per year, and the cost, 
if the entire amount is borrowed, is 
therefore half what the service charge 
would be.” 

However, many bankers fail or refuse 
to follow my thesis beyond this point. 
Though they admit that service charges 
often are twice the cost of avoiding the 


grudgingly admit that their monthly service 


charges are often twice the monthly cost of avoiding the charge by 


borrowing the whole minimum balance. 


western banker: 


that is borrowed at 6 per cent., 
mercial loans in this city, the entire cost would be $3.00. 
would avoid a service charge of fifty cents per month, or $6.00 per 


year, and the cost, if the entire 


In the words of one 


‘If a $50.00 minimum balance is required, and 
which is the going 


‘ate for com- 
This 


amount is borrowed, is therefore 


half what the service charge would be.’’ 


At the time that the banking code 
was under consideration, the writer 
attempted, in an article in this maga- 
zine, to explain how and why certain 
service charges were unjust and exces- 
sive. In many instances, it was pointed 
out, service charges are more than 
twice what it would cost to borrow the 
whole minimum balance required to 
avoid the charge. 

Since that article appeared last Feb- 
ruary, I have carried on a correspond- 
ence with bankers both near and _ far: 
They grudgingly admit that their 
monthly service charges are often twice 
the monthly cost of avoiding the charge 
by borrowing the whole minimum bal- 
ance. In the words of one western 
banker: “If a $50.00 minimum bal- 
ance is required, and that is borrowed 


charge, they simply will not face the 
implications of this fact. They con- 
tinue to reply as follows: “The small 
depositor is not penalized. He is on 
the same basis exactly as the large de- 
positor. Both pay for the service they 
receive. They may pay for it either 
by carrying sufficient balance or by a 
fee.” 

When I asked this banker how a de- 
positor with a large balance which 
represents a portion of a loan from that 
bank pays for the service on his account 
“by carrying a sufficient balance,” he 
was at a loss for an answer. It is 
obvious that the carrying of a borrowed 
balance in the bank from which the 
money was borrowed does not increase 
the income of the bank except by the 
amount of interest paid to borrow that 
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balance, which as we have seen is often 
but half the service charge. On the 
basis of a loan to a depositor nothing 
can be lent by the lending bank. Loans 
cannot be made the basis for more loans 
by the same bank. 

This correspondent accused me of 
confusing deposits with loans. He 
writes: “A loan from a bank is handled 
as a distinct transaction. The deposit 
of funds and the checking against them 
are another distinct transaction. Both 
facilities are offered by banking institu- 
tions, are paid for by those using these 
facilities, and are not interrelated as 
you seem to think.” 

He overlooks the fact that, in the 
case of commercial banks, bank loans 
increase bank deposits; that most com- 
mercial bank deposits result from bank 
loans. A bank increases its loans and 
expands its credit by simultaneously 
writing up both sides of its balance 
sheet—the bank's interest-bearing as- 
sets (loans and investments) and _ its 
obligations (de- 
posits) are both increased by the 
amount of bank credit created. Earn- 
ing assets are acquired in exchange for 
the credit created by the bank at negli- 
gible cost and with no difficulty so 
long as other banks are also expanding 
in a similar manner. 

Furthermore, bankers themselves have 
related service charges to their loans. 
In their so-called “profitableness” analy- 
sis of individual accounts, by which 
bankers attempt to justify service 
charges, the assumed expenses incurred 
in connection with an account are 
subtracted from the presumed income 
from the account in order to ascertain 
whether the net is plus or minus. A 
bank’s income from any single account, 
as I pointed out in the previous article, 
is impossible to determine accurately, 
if for no other reason than that a com- 
mercial bank lends, not the cash sums 
deposited with it, but its own credit. 
It is high time that service-chargers rec- 
ognized that commercial banks normally 
loan their credit, and not their cash, 
since that explains how they can make 
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loans many times larger than the amount 
of cash which has been deposited with 
them. But if bankers are going to esti- 
mate the income from single accounts 
and to service-charge each account on 
the arbitrary assumption that only 80 
per cent. of a deposit account can be 
loaned by the bank, then it is fair to 
answer that, on the basis of an account 
arising from a loan, nothing can be 
loaned by the lending bank. The bank’s 
income from such an account, disregard- 
ing the interest on the loan, is exactly 
nil. 

Deposit accounts tend to build up a 
bank’s reserves; borrowed accounts to 
deplete them. Why should an account 
resulting from a loan by the bank be 
service-charged at exactly the same rate 
as a deposited account which does fur- 
nish funds for further loans by the 
bank? 

When borrowed funds are with- 
drawn from the lending bank, it is im- 
possible to earmark them, which would 
be necessary in order to determine the 
income from single bank accounts. Of 
course, to another bank receiving a 
check drawn upon a borrowed balance, 
the source of the funds is immaterial, 
and funds so deposited in another bank 
become the basis for further expansion 
of bank credit (loans) by that bank. 
In other words, expansion of bank loans 
has an effect similar to that caused by 
throwing a stone into a pond. Bor- 
rowed funds circulate by a series of 
redeposits and clearing-house transac’ 
tions, and it is impossible for any single 
bank to preserve solely for itself the 
profits arising from credit expansion. 

As a result of this circulation of bor- 
rowed balances and commingling of 
funds, some bankers even assert that 
the loans of other banks are the basis 
of all bank loans, that banks live by 
taking in each other’s loans in a manner 
similar to the famous washer-woman 
economy where the inhabitants pros 
pered by taking in each other’s washing. 

Of course, the underlying basis of 
our superstructure of bank credit is the 
banking habits of our whole population. 
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These habits we are helping to under- 
mine by excessive service charges on 
small accounts. When people withdraw 
bank balances and do not redeposit 
them, bank credit (loans and the de- 
posits accompanying them on the other 
side of the balance sheet), must be 
contracted many times the amount of 
the funds withdrawn. In figuring the 
“profitableness” of a bank balance, the 
loss that banks would sustain if that 
balance were withdrawn from the bank- 
ing system should be taken into account. 

As a matter of fact, in determining 
the profitableness of their deposit ac- 
counts and in arriving at service-charge 
schedules, our commercial bankers have 
treated their checking deposits as though 
they were all essentially the same as 
deposits in savings banks which cannot 
create bank credit and therefore do not 
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have borrowed deposits. In figuring 
service charges, no allowance is made 
for the fact that commercial banks en- 
joy the benefits of bank-credit creation. 

There is a movement on foot in this 
country to do away with private com- 
mercial banking as we have known it 
since the Civil War. Certain groups 
are pointing to the disadvantages in the 
private manufacture of bank credit or 
“bank money.” To the small depositor 
who seldom borrows from a_ bank, 
such a step should prove advantageous, 
At present his bankers do not share 
with him the profits arising from the 
creation of bank credit; yet, through 
bank failures or the expenses of deposit 
insurance, he is forced to pay for the 
higher risk involved in the process of 
credit expansion by our commercial 


banks. 


[THE BANKERS MAGAZINE would be glad to re- 
ceive for publication the views of bankers in regard to 
the statements made by the author of the above 
article.—Editor. ] 


“The basic requisite to the expansion of commercial bank 
loans is sound, normal business conditions on which to con- 
The best business 
a bank can wish for is the opportunity to loan money to 
successful business men and manufacturers imbued with 
confidence to enter upon aggressive business enterprises and 
endowed with ability to bring them to successful con- 
clusions.” 


duct sound, normal banking operations. 


R. S. HEcHT, 
Chairman of the Board, 
Hibernia National Bank, New Orleans. 
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Selling by Directors and Stock- 
holders 


By L. Dovucuas Merepiru, Pu.D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the ninth of a series of articles by Dr. Meredith covering the entire 
subject of financial merchandising. Dr. Meredith is one of the few professors 
of economics who have specialized in bank and financial advertising. To the 
study of this subject he has brought the scientific approach. Bankers will find 
this series of unusual interest. A limited number of copies of previous issues 
are available for those who wish them to complete their files —Eprror. 


ISCUSSION of the selling process thus far has 
been confined solely to those employes who are con- 
stantly associated with the business and no mention 

has been made of business which may be obtained from 
other sources. Many additional sources of business might 
be mentioned, but the most important of these are directors 
and stockholders, many, if not all, of which may be enlisted 
in the sales program. Each of these groups of individuals 
constituutes a fertile source for the production of new busi- 
ness, and it is the purpose here to consider the peculiar 
problems encountered and the methods employed in extend- 
ing the merchandising activities of financial institutions to 
these two groups. 


DIRECTORS 


Characteristics of Directors —Bank directors as a group 
possess distinct characteristics which are supposed to fit 
them especially well for this office. Individuals chosen for 
these positions are usually men who have established them- 
selves in positions of prominence. They frequently operate 
businesses of their own or else are professional men; they 
also probably serve on several directorates, on committees 
of various kinds, and participate in public activities. They 
frequently deliver addresses, contribute to various publica- 
tions, and have a great many business and other connec- 
tions. Characteristics of this kind place directors in a dis- 
tinct class which implies proven ability. Directors should 
also be expected to possess intimate knowledge of the bank- 
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ing business or else be willing to acquire that information 
as rapidly as possible. Men chosen to fill these offices 
should be selected only with greatest care in order not only 
to obtain the highest qualifications, but also to obtain the 
active interest of the individual selected in the institution 
which he is chosen to serve. 


Criticisms of Directors——The bank director at the pres- 
ent time occupies a strange position of importance in 
American economic and business life. This position for 
years has been viewed by the public at large as one of 
responsibility, and the responsibilities incumbent on the 
office are of such magnitude that election to a bank directo- 
rate has ordinarily been considered a signal honor by mem- 
bers of a community. Despite the implications conveyed 
by banks concerning their directors and despite the general 
regard in which the office has been held, the directors of 
American financial institutions are notorious because of 
their failure to measure up to the standards implied by 
their position. In the first place, many bank directors 
know very little about banking and seem to make little, if 
any, effort to learn more about the subject. The average 
director of the small bank is usually selected for the office 
because of his success in business or professional life in the 
community, and not on the basis of his banking knowledge 
and experience. In the second place, bank directors are 
notoriously negligent and careless in their attendance at 
meetings. These officials are held liable in most jurisdic- 
tions for acts of the board of directors even though they 
are not in attendance at the meeting, but despite this 
liability many directors are grossly indifferent to their 
responsibilities. In the third place, directors frequently 
give little heed to their opportunities to produce new busi- 
ness for the institutions with which they are associated. 
These three allegations which may be made with complete 
justification against bank directors as a group suggest that 
bankers of their own initiative adopt methods which would 
tend to remedy these defects in the American banking 
system. 


Responsibilities of Directors—The implications of re- 
sponsibility commonly associated with the office of bank 
director are undoubtedly warranted by the position. In the 
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first place, the bank director must have a pecuniary interest 
in the business before he is elected, and furthermore, it is 
assumed that his interest is larger than that of many other 
persons. ‘Thus, he has at stake his own interest in the busi- 
ness. In the second place, and of greater importance than 
the reason just mentioned, is the fact that the bank direc- 
tor is elected as a representative of the stockholders, and 
serves in this capacity almost as a trustee. In fact, in sav- 
ings banks in some states the members of the managing 
board are referred to as trustees instead of as directors. 
The director’s responsibility is one of managing the affairs 
of a business for the sake of the owners of the business in 
order to earn a profit, if possible, and still more important 
are his responsibilities to maintain safely all deposits re- 
ceived and to earn an amount large enough to enable the 
bank to pay a fair rate of interest upon those deposits. In 
the third place, as a representative of the managing board 
of a business enterprise, the director is responsible for its 
success or its failure, which fact involves the determination 


of policy with respect to investments, expansion, attitude 
towards its customers, service rendered, and similar matters. 


The Directors and Merchandising.—Bank directors have 
been especially reluctant to evidence interest in the mer- 
chandising of services and in the obtaining of new business 
for their institutions, and in this respect have been grossly 
inconsistent with the positions which they occupy. It is a 
natural consequence of the fact that they have some of their 
own capital at stake that they should be interested in devel- 
oping new business for the institution. They should also 
be interested in this development because of the burden of 
responsibilities placed upon them. Many bank directors 
evidence little, if any, interest in the procurement of new 
business for the institutions with which they are associated, 
but in so far as the businesses with which they believe them- 
selves to be more intimately connected are concerned, they 
aggressively attempt to produce business at every opportu- 
nity. Directors have little reason for expecting other people 
in the employ of the institution to exert efforts to obtain 
new business when they fail to set an example. If the 
employes of an institution observe that the officers and 
directors aggressively seek new business and the develop- 
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ment of present business, they are very likely to follow the 
example set for them. 


Methods.—A number of methods are available to direc- 
tors which may be used in the development of the business 
of the bank, and may generally be classified into the four 
following groups: 


. Calls upon customers and prospects. 
2. Contests. 
3. Associations. 
. Organized programs. 


Each of these methods will be discussed in order. 


Calls—Many directors either upon their own initiative 
or as part of the policy of the board take it upon them- 
selves to call upon prospects and customers in order to 
develop good-will and to produce new business. When 
these calls are made, the directors sometimes say very 
little, if anything, about the bank, or else make only very 
brief mention of their connection and merely attempt to 
indicate to the customer that the bank is greatly interested 
in his welfare. At the time such calls are made, it is some- 
times desirable to make inquiry concerning the service re- 
ceived by the customer from the bank. In other cases, 
especially after a series of contacts has been established, a 
director may attempt to sell the customer or prospect upon 
the use of services or additional services rendered by the 
institution. 

No general principle can be established for the fre- 
quency of such calls. It is desirable in some instances that 
they be made rather frequently, and in other instances, it is 
more desirable that they be made only once or twice each 
year. Directors can hardly be expected to call upon a 
large portion of the customers, but usually only upon those 
who transact a large volume of business with the institution 
or those who may be induced to do so. As _ previously 
pointed out, when it is realized that about 50 to 75 per 
cent. of the accounts of many small banks are carried at a 
loss, it can readily be seen that if the directors devote time 
to that small portion of their accounts which pays, they 
have done something which should be of great usefulness 
to the bank. 
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Contests.——A very common method followed by bank 
directorates in attempting to develop new business is the 
use of contests. These contests take a great variety of 
forms, but are usually nothing more than intensive cam- 
paigns for business. The directorate, if sufficiently large, 
is frequently divided into two or more teams, and the con- 
test is developed on the basis of these teams. The contest 
as a means of producing new business on the part of direc- 
tors has the same advantage which the intensive contest has 
for employes. It also possesses similar disadvantages and 
especially the reaction which frequently follows in the pro- 
duction of new business after the contest has terminated. 
For this reason, if for no other, an organized program such 
as that to be described below, is much more desirable and 
effective in the long run. 


Associations.—Considerable emphasis was placed above 
upon the value of the association of members of the bank 
staff with various organizations of fraternal, religious and 
social natures. The same value may be attributed to the 
association of directors with organizations of various kinds, 
and to the three types just mentioned may be added two 
others: Business associations and civic positions. Connec- 
tions of this kind are of value in producing new business 
because they give directors opportunity to obtain much 
valuable information and to develop many contacts which 
are likely to be of great usefulness. 


Organized Programs.—An organized program for new 
business on the part of directors corresponds to the con- 
tinuous campaign to be used by employes for the produc- 
tion of new business as described in the previous article. 
The continuous program may be developed in a variety of 
manners, but is based essentially upon the idea that the 
directors will constantly devote attention to attempts to 
obtain new business. In accordance with this principle, a 
portion of each meeting is usually devoted to a considera- 
tion of new business. Banks which have a new business or 
merchandising department usually report at this meeting 
through one of the vice-presidents a list of leads which is 
suggested for the officers of the bank to work upon. The 
vice-president’s report tells exactly what has been done to 
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this point with each of these leads and then the directors 
who know these individuals or persons associated with their 
organizations make comments during the discussion which 
usually follows. After a lead has been discussed, it usually 
becomes agreed upon that one or more of the directors will 
‘all upon that individual or organization.* 

Sometimes directors are requested to submit at each 
meeting the names of a given number of persons, say three, 
who appear to them as likely prospects and upon whom 
they will be willing to exert some efforts. In other cases, 
a new business pad is placed at the seat of each director 
and at some time during the meeting the chairman requests 
that notations be made of likely prospects.” A variation of 
this same underlying principle is a plan which provides 
directors with cards of introduction. The directors are ex- 
pected to hand these cards to likely prospects with the 
suggestion that they utilize the services of the bank and 
that they present these cards to a particular individual who 
will give them special attention when the transactions 
begin. 


An Actual Program.—-The writer has had opportunity 
to examine several of the systems used by New York City 
banks in obtaining new business with the aid of directors. 
Only one of them is described by way of illustration, as the 
essential characteristics of these methods are, to a large 
extent, the same. This particular bank, the program of 
which is chosen as a representative example, early in 1930 
formed from its board of directors a new business commit- 
tee consisting of twelve men. ‘This committee changes 
personnel every two months and each committee during its 
existence meets four times. It keeps at work employes 
who locate the affiliations of directors with various business 
enterprises by consulting reference works such as Poor’s 
and Moody’s. A file of the connections of the various 
directors is maintained in addition to this, and important 
connections of social, business and similar natures are there 
recorded. This file consists of cards of two different colors. 


*Elisworth, F. W., How to Sell the Financial Institution to the Inside 
Organization; Stockholders, Directors, Officers and Employes. Financial Adver- 
tisers Association, Proceedings, 1929, pp. 16-28, p. 18. 


*Miller, Mahlon D., Bank Sales Management, p. 14. 
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On a card of one color are recorded the business connec- 
tions, and on a ecard of the other color, the non-business 
connections. Whenever the individuals who work over this 
material find that a director is associated with a business 
which does not have an account with this particular bank, 
his name is placed upon a list which is submitted to the 
Directors’ New Business Committee. This committee, when 
it convenes, discusses the prospects of obtaining new busi- 
ness from the names mentioned and calls the attention of 
the particular directors involved, to these connections. It is 
assumed, of course, that these directors will use their in- 
fluence in developing business relations. Suggestions are 
also made to officers in the new business department of any- 
thing which the directors believe might be done to develop 
these prospects. Attempts are made not only to develop 
commercial accounts, but all types of business by means of 
the Directors’ New Business Committee. In addition to 
these efforts, this particular bank maintains a list of ten- 
million-dollar corporations and organizations with which 
its officers would like to do business, and this list is kept 
before the Directors’ New Business Committee for devel- 
opment as the members see fit. 

Brief description of a plan of this kind indicates the 
extent to which an organized program may be carried. 
Every institution may not be able to develop a program 
to the same extent which this bank has done, but the 
essential idea may be very easily embodied in a program 
of smaller proportions. A special committee of directors 
for new business need not be created where a directorate 
is limited in numbers, but the entire board may serve as a 
directors’ new business committee. 


Summary.—The position, theory, and experience of 
bank directors lead to the conclusion that they may serve 
as productive sources of business development. This is one 
aspect of the merchandising process frequently neglected 
or entirely overlooked by financial institutions. The mer- 
chandising manager who has not succeeded in developing or 
has not attempted to develop a continuous organization 
among his directors for the production of new business may 
well devote time and attention to this phase of the problem. 
He should include directors in his merchandising program, 
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and is warranted in allotting a portion of his budget to the 
development of new business from the board of ‘directors. 
He has every reason to expect that his department will re- 
ceive full co-operation from those individuals who manage 
the business. 


STOCKHOLDERS 


Introduction—The next group of individuals to be 
mustered into service as aids in the development of busi- 
ness after the directors have been organized is that com- 
posed of stockholders. Twenty years ago there might have 
been little merit in including in a discussion of this kind 
space devoted to the treatment of stockholders as sources 
of new business, but since then there has occurred a very 
rapid and significant change within this country which has 
resulted in the development of a large group of individuals 
who hold securities of one kind or another. One of the 
factors leading to this development was the aggressive sale 
of securities to the public during the war, as previously 
pointed out. The economic development which followed 
the war and the period of prosperity accompanying that 
development led to the acquisition of bonds and equities by 
many individuals who would properly be considered small- 
savers. It was estimated in 1930 by various authorities 
that before the World War, anywhere from 300,000 to 
500,000 persons held securities, and that in 1930 this figure 
had increased to approximately 20,000,000. During this 
time security dealers had increased from approximately 
2000 to 7500. A New York City investment banking 
house early in 1933 pointed out that for “fifteen of the 
leading New York City banks and trust companies” as a 
basis of calculation, “on December 31, 1932, there was a 
total of 363,163 stockholders, compared with 828,974 at 
the same time in 1931, 301,932 in 1930, and 19,401 in 1920. 
Thus, from 1920 to 1932, the number of shareholders has 
increased 343,762, or about 18 times.”* Though this devel- 
opment may have been greater in New York than in other 
cities because of ownership outside of New York City, it 
has been a development of a general nature, and it is of 


®Hoit, Rose & Troster, Facts and Figures, Vol. XI, No. 2, February, 1933, p. 2 
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especial interest to note that for the above-mentioned banks 
this tendency continued despite the depression. 


Significance.—This development in the distribution of 
ownership of bank stock has been of special significance 
because it tends to result in a reduction in the direct 
interest of stockholders in the bank. The lack of interest in 
management which is characteristic of American ownership 
of securities tends to cause a wide gap between those who 
own the business and those who manage it. Furthermore, 
the more widespread this ownership becomes, the greater 
also does the gap between ownership and management 
generally become. 


Influence of Bankers..—The public is not alone to 
blame for the fact that bank shares have come to be widely 
held, because a certain amount of responsibility for this 
development rests upon bank officers and directors. The 
opportunities to make commitments at relatively high in- 
terest rates led many bankers during 1929 to advocate 
increases in capital stock. 'To effect this increase, the public 
was given opportunity to subscribe to new shares, and in 
many of these instances the response was so great that the 
stock was sold to customers only on a basis of allotments 
much smaller than the applications. Furthermore, because 
of great increases in market value, many bank shares proved 
increasingly alluring as speculative media, and bounded to 
practically unprecedented price heights. This, in turn, led 
to stock splits and dividends, all of which tended to increase 
the wide distribution of bank shares, and to enhance their 
marketability and the distribution of ownership. Because 
of this increase in the number of bank stockholders, the 
individual owning bank shares has become of special im- 
portance in the production of new business. 


Position of the Stockholder—The position of the bank 
stockholder is similar in many respects to that of the 
director, in so far as the production of new business is con- 
cerned. He has a capital commitment at stake, hopes to 
derive income from his investment, and also hopes to see 


‘Cf. Meredith, L. Douglas, Too Many Bank Stockholders, The Bankers 
Magazine, Vol. CXXIV, May, 1932, pp. 495-498. 
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appreciation in the value of the stock which he owns. In 
addition to this, he has the safety of depositors in which he 
should be interested, especially in view of the double lia- 
bility provision which prevails on national bank stock and 
the stock of state banks.®° Nevertheless, it must be rec- 
ognized that stockholders have been indifferent to the insti- 
tutions in which they own shares. 


Appeals. for Business —Bank stockholders found that 
just as soon as they had purchased shares they became 
centers of attention for merchandising departments, and 
many of them responded with business. Many accounts 
of more or less nominal sums were opened and previously 
existing accounts were augmented for this reason. Thus, 
the stockholder’s risk as a result of his commitment became 
greatly increased and assumed a threefold nature: 

(1) He risked his commitment in the shares purchased, 
which commitment was generally several or many times 
larger than the par value of the stock because of the specu- 
latively inflated purchase price. 

(2) He risked the deposit made after purchasing the 
shares, a deposit which was frequently made out of a sense 
of obligation to a business in which he held an interest and 
as a result of more or less pressure brought to bear upon 
him by the bank’s officers or merchandising department. 

(3) He assumed the additional risk contingent upon 
the double liability generally attached to bank stock. Un- 
fortunately, many purchasers of bank shares remained 
wholly unaware of this contingent lability until knowledge 
of this fact accompanied rumors of failure. Many share- 
holders even then incorrectly comprehended this provision, 
some of them fearing, in instances familiar to the writer, 
that they were liable for twice the amount paid for the 
stock at time of purchase instead of being liable for an 
amount equal only to the par value. 


Results——The assumption of this threefold risk on the 
part of the stockholder resulted not from the desire to com- 
mit funds to an enterprise in order to derive more income 
therefrom, but to a great extent this factor was ignored. 


‘The Banking Act of 1933 eliminated double liability from the stock of 
national banks issued after the Act became effective. 
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Commitments were made instead for the primary purpose 
of harvesting fanciful speculative gains from increased 
appreciation of market value. This incentive received 
strong aggravation from the prevalent nation-wide specula- 
tive mania and from the advances of security prices to 
unprecedented heights caused by the “vicious spiral” which 
revolved alluringly. 

The motives prompting acquisition of bank shares at 
that time built up many bodies of stockholders on an un- 
sound basis. Countless purchasers of bank shares failed 
to comprehend their duties and responsibilities as owners 
of bank stock. A stockholder should commit his funds to 
any enterprise, banking or otherwise, solely because he 
holds an earnest conviction that over a period of time the 
business will afford a satisfactory return on his investment. 
His commitment should not be made on a basis of fantastic 
and visionary estimates of profits and continued prosperity, 
but in full appreciation and anticipation of periods of ad- 
versity and of widely fluctuating earnings. The stock- 
holder should purchase bank shares because of his firm 
conviction of the substantial soundness and economic justi- 
fication of the business, and should be willing to accept 
graciously the responsibilities inherent in his commitment. 

The false premise upon which many stockholders pur- 
chased shares has aggravated the difficulties suffered by 
banks during the subsequent business depression, The 
obvious purpose for which purchases were generally made 
implied all too frequently that the stockholders had other 
extensive speculative lines outstanding. The collapse of 
security prices rendered myriads of those speculators pros- 
trate under the burdens of their commitments and loans. 
Many of them felt that their ownership of shares entitled 
them to further extensions of credit and leniency on the 
part of the banks in which they held stock, and bankers 
too frequently acquiesced in this point of view. Where 
shares had been hypothecated for loans from other institu- 
tions, they were frequently sold forcedly at the instance of 
bankers who pressed for reductions of loans. The wide 
extent of the depression, which resulted in deflation of 
values of practically all assets, tended to reduce the ability 
of many stockholders who succeeded in retaining their bank 
shares, to meet their double liability when occasions arose. 
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The prostrate financial condition of many speculators liter- 
ally rendered void or, at least worthless, their double 
liability. The collapse of security prices late in 1929 was 
followed by evidences all too tardily comprehended that 
business was catapulting into a depression. Series of bank 
failures after a while began to sweep various areas and at 
that time the instability of the larger bodies of stockholders 
who had purchased bank shares on false and unsound 
premises became more obvious. When rumors of failure 
permeated the atmosphere and runs became manifest, these 
transient shareholders, instead of adhering to the convic- 
tions which should have prompted the purchase of shares, 
sought to save what they could in a fashion which becomes 
only the speculator. Sooner or later cognizant of the fre- 
quently misunderstood double liability provision and aware 
of his two other risks, the speculator usually joined the 
mad throng in order to reduce partially, at least, his three- 
fold risk by claiming his deposit made or augmented after 
the purchase of shares. Even though he could not usually 
escape from double liability if the bank closed its doors 
within a certain period of time after the sale of his shares, 
the speculator frequently sought to market them at first 
rumor in time to avoid double liability, if possible, and to 
realize as much as possible before further depreciation in 
the value of his shares occurred. Increased offers of shares 
in narrow markets greatly depressed values and tended to 
incite the suspicion of other shareholders and customers and 
to aggravate tense situations. Thus, the speculator, while 
seeking to avoid the risks which he had so eagerly and 
fearlessly assumed, increased the distress of the bank 
through his efforts to reduce his risk and salvage his assets. 
Furthermore, he attempted this just at the time when as a 
stockholder he should have been supporting the bank to 
the utmost. 


Desired Attributes of the Stockholder—A._ stockholder 
should be the type of individual whose name on the stock 
book brings strength to the institution. His convictions in 
the merits of the enterprise should attract his interest to its 
every endeavor. His connections with the institution should 
be such that in time of stress he will contribute his support 
and not seek to escape hastily from his self-assumed risks 
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and earlier implications of soundness and stability. Every 
stockholder should appreciate his duty as a more or less 
closely related member of the merchandising department 
seeking to direct toward the institution all business which 
will enhance its strength and stability, and indirectly, the 
income from his shares. 

Wide diversification of ownership of shares generally 
possesses distinctly desirable attributes for a corporation, 
and does for banks when the purchases are made out of the 
proper motives. However, the experience of the years im- 
mediately following the collapse which began in 1929 indi- 

‘ates that wide distribution of bank stock is of less desira- 
bility than was formerly believed. Wide diversification of 
bank stock ownership is desirable only in so far as it is 
associated with stability of ownership. Diversification of 
ownership of bank shares is futile as an end in and of itself, 
but as a means of enhancing stability of the institution 
possesses great value when carefully supervised. and scruti- 
nized. 'The building of a relatively large and at the same 
time stable body of stockholders presents a difficult but 
important problem to the banker who seeks to maintain 
an institution most capable of withstanding the tests of 
time. He seeks to enjoy the advantages of wide diversifica- 
tion of bank shares and to avoid the uncertainties which 
develop when the stockholders’ list takes on speculative 
aspects. 


The Stockholder and Merchandising.—The stockholder 
should be a favorable source of new business, not only from 
himself as an individual, but from those people to whom 
he recommends the services of the bank. The stockholder 
is an owner of the business and has committed capital to the 
enterprise. He should be just as diligent in prosecuting 
the best interests of that business as he should be in prose- 
cuting the interests of the business or profession from 
which he gains his livelihood. Stockholders, like directors, 
too frequently incline to the point of view that they are the 
owners of the business and that the hired employes should 
do the work. It stands to reason that if a body of stock- 
holders is well organized for the purpose of new business, 
and shows results which may be called to the attention of 
employes, the latter group should certainly be stimulated to 
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greater efforts. Consequently, it becomes the duty of the 
merchandising manager to enlist the services of stockholders 
in the merchandising program. 


Methods.—Numerous methods are available for use 
in demonstrating to stockholders the position which they 
occupy and in enlisting their efforts. These methods in- 
clude the following: 


a. Letters. 

. Dividend folders. 
». Meetings. 

. Contests. 

>, Advisory boards. 


These methods cannot be used indiscriminately, but 
must be adapted to each particular body of stockholders as 
its composition warrants. 


Analysis —A careful analysis of stockholders must be 
made before an organized program is adopted for use. 


The stockholders should be classified on various bases, 
and especially into classes composed of men and women. 
Distinct lines of demarcation separate these two classes. 
It is probable that some of the feminine stockholders will 
be widows of former stockholders, or maiden ladies who 
have inherited stock. Generally speaking, these women 
constitute unproductive sources of new business. They may 
be approached occasionally by means of a letter suggesting 
that they commend the bank to their friends, and may be 
given more attention if they evidence interest, but little 
emphasis should be placed upon them because it is likely 
to prove offensive to these ladies, especially if they are 
advanced in years. However, they should not be ignored 
even when contests are being held, but may be included and 
may be notified of meetings with a mere reminder that 
their participation in the campaign will be appreciated, 
until such time as they evidence greater interest. 


Letters—Letters constitute a very common method 
used by bank executives and merchandising departments in 
communicating with stockholders. These letters are some- 
times sent out at regular intervals and again at irregular 
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intervals. In these letters, the attention of the stockholder 
is usually called to his relationship with the bank, and he 
is asked to commend the institution to his friends in addi- 
tion to according it a portion of his own banking business. 
Sometimes these letters are used especially at the end of 
fiscal periods when stockholders are advised of the results 
of the preceding period. Letters may be readily overdone, 
but when used with reason constitute an effective method 
of contacting stockholders. 

Letters frequently are written to stockholders at the 
time shares are purchased and the transfer is made, and also 
at the time of sale. This policy has been adopted by some 
of the larger industrial corporations in America and letters 
are sent out bearing the signature of the president with a 
very small initial secluded in his signature indicating that 
an employe prepared the letter. Nevertheless, the effect 
of these letters upon retaining the good-will of stockholders, 
especially when shares have been sold, is very great. 


Character of Letters —The preparation of a letter to a 
large extent determines whether or not it will produce the 
desired results, and the principles followed in the prepara- 
tion of these letters correspond to those described in a pre- 
vious article. Stockholders appreciate the personal nature 
of a letter, and unless a letter has a personal touch, it is 
likely to be relegated to the wastepaper basket. Letters 
written to stockholders should be sent upon high-grade sta- 
tionery and should be symbolic of the policy pursued by the 
institution. 


Dividend Folders.—Dividend folders constitute another 
method by which the good-will of stockholders is developed 
and retained. When dividends are sent, it is a common 
practice to place them in a folder which announces that 
the dividend of a certain number is being paid. Sometimes 
a message from the president or chairman of the board is 
printed on the folder. Some institutions with a limited 
numbers of stockholders include a letter with each check 
instead of a folder. It should follow as a general rule, 
however, that dividend checks should never be mailed with- 
out including something which will call the attention of 
the stockholder specifically to what he is receiving. 





THE BANKERS MAGAZINE 


Meetings.—Meetings, as the name indicates, comprise 
nothing more than gatherings to which stockholders are 
invited. Meetings other than the annual meeting are not 
frequently held, and in some instances it is not customary 
at the annual meeting to make mention, of the relationship 
existing between the bank and its stockholders. However, 
opportunities of this kind should rarely be allowed to pass 
by unheeded. Sometimes meetings of stockholders are 
called from time to time merely with the intention of devel- 
oping good-will and emphasizing the ownership relation 
which exists. Meetings of this kind if called too frequently 
become meaningless, and some attraction must generally be 
offered to stockholders other than the mere announcement 
of a meeting in order to secure a large attendance. If a 
prominent individual who is a stockholder of the bank or 
some other person of prominence can be obtained to address 
the meeting he may be featured as the attraction of the 
meeting, and then attention may be given incidentally to 
new business. 


Stockholders’ contests merely constitute at- 
tempts to produce business from stockholders by means of 
the same type of stimuli frequently used among employes 
and directors. Stockholders’ contests, in some instances, 
have been of outstanding success, and in other instances, 
they have been dismal failures. In many cases they have 
been conducted as sections or divisions of contests which 
involved employes and directors, and in other cases they 
have been conducted independently, although it would seem 
that the prospects of favorable results would be much 
greater if conducted as a division of a general contest. 

The stockholders’ contest in the light of experience 
which can be gained from institutions using it does not 
readily commend itself to banks unless the body of stock- 
holders is relatively limited in number. The constant con- 
tact between the individual and the institution which 
necessary, generally speaking, to insure the success of a 
contest is absent, and except in unusual situations better 
results would be obtained by exerting a greater amount of 
effort and expenditure i in other directions. 


Advisory Boards.—A few institutions have found that 
stockholders’ advisory boards have been of distinct value. 
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Such boards may be elected by the stockholders or may be 
selected by the president or the board of directors. The 
purpose of the stockholders’ advisory board is to give 
advice to the bank concerning methods by which the service 
rendered by the institution might be improved. It is a type 
of board which may be of great value, but it must be very 
carefully constituted. It has a twofold value in that it 
provides constructive criticism of the services rendered by 
the bank, and at the same time makes those stockholders 
who are asked to serve on the board sense more keenly their 
relationship to the institution. Stockholders’ advisory 
boards have been found especially useful for banks with a 
number of branches, for chains of banks, and for groups 
of banks. Selection of advisory boards for such financial 
organizations tends to expedite the development of unity 
among the different divisions of the business, and may serve 
to overcome many of the objections raised to these types 
of banking. 


Summary.—Stockholders cannot be relied upon as a 
generally fruitful source of new business for an institution. 
As pointed out above, they have been highly productive in 
some instances, and of little value in others. At the same 
time, contact should be maintained between the bank and its 
stockholders in order to develop strength and harmony. 
The methods described above may be used with modification 
as the merchandising manager sees fit in order to enlist the 
efforts of stockholders and to retain their good-will. 


CUSTOMERS 


Considerable emphasis has been placed in the past by 
some financial merchandisers on the production of business 
by customers. Consequently, this treatment would not be 
complete without at least briefly commenting on this sales 
source which was formerly highly valued. The value of 
voluntary salesmanship on the part of customers in recom- 
mending an institution to their friends will be conceded by 
everyone and constitutes a very valuable source of new busi- 
ness. However, requests made of customers to obtain 
business for an institution may not receive a favorable re- 
sponse. A number of devices have been used by which it 
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was hoped and expected that customers would produce new 
business. One of these was a card of introduction such as 
that sometimes used by directors, and customers were re- 
quested to distribute these cards to their friends; in some 
instances commissions have been paid to customers who 
produced business, and similar methods have been used. 
Despite the arguments frequently advanced in support of 
such methods, at the present time they are accorded very 
little favor by progressive financial merchandisers. ‘Though 
business may be produced in some instances, in others, 
resort to such methods is likely to produce so much ill-will 
that it will reduce the volume of business much more than 
it will increase it. 


THE FEDERAL GOVERNMENT HAS BECOME THE BEST 
CUSTOMER OF OUR BANKING SYSTEM 


Tse monthly letter of the Cleveland Trust Company points 


out that the Federal Government has become our greatest 

borrower, our greatest lender, and our biggest business. It is 
the best customer of our banking system, but it is disquieting to 
note that as its activities in the banks increase those of the other 
customers tend to diminish. The evidence that this is happening is 
provided by the reports showing conditions in banks that are mem- 
bers of the Federal Reserve System. They show that since the 
beginning of the depression the volume of federal securities held 
by reporting member banks has much more than doubled, while in 
the same period the business loans have been nearly cut in two. 

This change means that borrowings from the banks by the 
Government are rapidly increasing, and that the use of bank credit 
by business is declining. The process is continuing and apparently 
gaining momentum. The changes are almost directly complemen- 
tary to each other, for from the autumn of 1929 to the summer 
of 1934 government borrowings from these banks have increased 
by just over four billion dollars, while in that same period the 
borrowings by business from the same institutions have decreased 
by almost four billions. 

The increase in the bank holdings of government securities 
reflects the mounting public debt. In the main the increase in that 
debt has been incurred for the purpose of securing public funds 
to be spent in the effort to prime the pump of private enterprise. 
The decrease in the use of bank credit by business shows that this 
priming process has not yet achieved its purpose. 





Losses in Earning Assets of Failed Banks 
as Related to Capital and Double 
Liability 
By FrepericK MUELLER, JR. 


This is the eleventh of a series of twelve articles by Mr. Mueller in which 
he discusses the various problems involved in the management of the earning 
assets of a bank.—Enpvror. 


concerned largely with the relationship between the 
earning assets and the deposit liabilities. This is a 
fundamental view, and in any analysis is one which has a 
large and important social aspect. As has already been 
emphasized, it is the earning assets which must ultimately 
generate the funds with which depositors’ demands are to 
be satisfied. An ordinary list of depositors will indicate 
how diverse and manifold their activities are, and the con- 
sequent wide social import of the ability of a bank to liqui- 
date its earning assets. The effect of any inability to repay 
all depositors will be disadvantageous to the extent of this 
incapacity. 'To absorb any losses in liquidating the assets 
there is, first, the capital, or equity of the stockholders. This 
will sometimes suffice, but too infrequently it will not. To 
provide for further deficiency, the National Bank Act, as 
amended, provides for the double liability of the stock- 
holders. 
Double liability, since its enactment in the Act of June 
3, 1864, has been assumed to be additional buffer and safe- 
guard, over and above the stockholder’s equity. Taking as 
an example the usual ten to one ratio of deposits to capital: 
if the double liability is depended upon, the ratio becomes 
ten to two, or five to one. The protection to the depositors 
is Just twice the apparent protection. Earning assets could 
then be liquidated at a 20 per cent. loss, instead of a 10 per 
cent. loss, without loss to the depositors. In theory, double 
liability adds much to a depositor’s protection, and creates 
an additional margin of safety. It is, however, more of a 
theoretical concept, than of a practical truth. Has double 
liability insured the safety of depositors, and has it, to- 


.2 E major portion of the previous articles have been 
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gether with the equity, been sufficient to absorb the losses 
upon the liquidation of the earning assets? 

There remains to be noticed in detail this one considera- 
tion, namely: the relation of losses to the capital stock of 
the failed institutions. One of the advantages acquired 
through incorporation under our general state corporation 
acts is that of limited liability. In such a case, the equity 
owner is limited, so far as additional assessment is con- 
cerned, to only the amount already invested. Some institu- 
tions however, because of their quasi-public nature, cannot 
claim such exemption. The National Bank Act states that: 


The shareholders of every National banking association shall be 
held individually responsible, equally and ratably and not one for 
another; for all contracts, debts, and engagements of such association, 
to the extent of the amount of their stock therein, at the par value 
thereof, in addition to the amount invested in such shares. .. .! 


Such a provision as this is generally considered as a 
protection for the depositors. Moulton says that: 


The quasi-public nature of banking institutions, which serve as 
repositories for cash resources of all classes of people, warrants these 
extra precautions for the safety of depositors.* 


Such reasoning assumes then that the losses will not 
exceed twice the capital stock of the institution. Assuming 
a bank with $100,000 capital, and $1,000,000 deposits, this 
reasoning assumes that the earning assets, out of which 
depositors will be paid, will not shrink over 20 per 
cent., or twice the $100,000 of capital. But suppose the 
deposits are $10,000,000: then the shrinkage in earning 
assets can be only 2 per cent. without a loss to depositors. 
Depositors are then not warranted in considering the double 
liability as complete protection. 

The depositors cannot readily tell at any given moment 
whether or not the additional liability will cover any defi- 
ciency at that particular time. The factors are too many 
and too varied to obtain a simultaneous judgment of all of 
them at any given instant, and with any degree of accuracy. 
In his testimony before the House Committee, the Comp- 
troller of the Currency stated that: 


1National Bank Act, as amended, Article 232, Sec. 5151. 
*Moulton, Financial Organization, p. 512. 
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TABLE 53 
TOTAL CAPITAL OF FAILED BANKS AND ASSESSMENTS 
(000 omitted) 


Per Cent. of 

Assessments 

Capital Assessment to Capital 
1921 $1, $1,520 80 
1922 aa f 1,465 73 
1923 é 3,090 93 
IES 7,310 76 
Seer 6.270 98 
PO2G -......:.. 5,413 5,273 97 
1927 8,257 7,197 86 
1928 ... 4,135 3,710 90 
1929 6,57! 6,075 92 
a ey Ee eters . 8,35! 6,760 80 


The provisions of the National Bank Act . . . fixed the individual 
liability in an amount equal to the par value of the shares held... . 
This additional individual liability was designed as a protection to the 
creditors of the bank, but not a full protection. For example, where 
the deposit liability of a bank is in proportion to capital of 10 to 1, 
it will be readily seen that the additional liability was not designed as 
a guaranty of the payment of bank deposits.* 


Double liability then, though too often considered as 
complete protection, can in practical operation be better 
than partial protection. 

The history of double liability has never been fully in- 
vestigated, to the writer's knowledge. It is susceptible, 
however, to a different conception than depositor protec- 
tion, and that is it should operate as a penalty on 
incompetent banking procedure. It is true that the im- 
position of a penalty is the exclusive jurisdiction of the 
judiciary, but its definition and limits may be set by the 
legislature as a proper function. The inclusion of the limit 
of the penalty in the National Bank Act would not inter- 
fere nor invalidate it, for the imposition of it is still left to 
the judiciary branch of the Government. Viewed in this 
light, it would reduce the dependence often placed upon it 
by a depositor, and serve as a spur to sound and efficient 
banking. It should be a major force, in reducing to sound 
judgment those hasty conclusions that banking is a business 


*Hearings before the Committee on Banking and Currency. House of 
Representatives, 71st Cong., Second Session, H. Res. 141, Vol. I, Part 1. 
(Italics mine.) 
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TABLE 54 


PROPORTION OF COLLECTIONS FROM STOCKHOLDERS ASSESSMENTS FROM 
DATE OF ASSESSMENT TO 1931 


(000 omitted ) 


Per Cent. of 
Collections to 
Assessments Collections Assessments 


$632 42 

584 38 
1,435 48 
3,543 48 
3,475 55 
2,883 54 
3,832 53 
1,951 52 
3,063 50 
1,646 24 


largely for profit, and would place the responsibility alike 
on depositor and banker. The former would choose his 
affiliations with care, whereas the latter would more fully 
appreciate the quasi-public relationship into which he was 
about to enter. 

The collection of assessments which is necessary, due to 
losses in earning assets, is an unpleasant and too frequently 
an unsatisfactory duty of the Comptroller of the Currency. 
“In the past, there has been much evasion of this liability 
... * both because of physical and technical impossibilities. 
Table 53 indicates the total capital of failed banks, and the 
assessments thereon. 

This table indicates that the assessment from. stock- 
holders of closed banks ranged from 73 per cent. in 1922 
to 97 per cent. in 1926. At first glance, one would conclude 
that in none of these years did the losses exceed the amount 
of possible assessment. This is an unwarranted conclusion. 
It must not be overlooked that these figures are aggregate 
amounts, and must be interpreted as such. ‘The only 
manner in which the assessment for a single year could be 
the limit or 100 per cent. would be a case in which all 
banks failing in that year sustained losses in excess of their 
capital and full assessment. ‘This, while possible, is not 
likely, for every bank that fails does not suffer the same 
degree of loss in liquidation. Any bank therefore, that 
was sufficiently sound at the time of closing, to limit its loss 


*Holdsworth, op. cit., p. 236. 
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to less than the full possible assessment, would tend to keep 
the average below the maximum, or 100 per cent. limit. 
It is quite probable that many banks included in the pre- 
vious table were of this character, and it is also quite prob- 
able, that in many of these institutions, double, triple, or 
even quadruple assessments would not have covered all the 
losses. Regardless of the individual bank, it is apparent 
that, the stockholders in the average closed bank will in all 
probability be called on to pay, in addition to his original 
investment, 75 per cent. or more. 

The next interest is to determine the degree of collecti- 
bility which these assessments show, because due to legal 
entanglements, and personal limitations, it is seldom, if 
ever, that the full assessment is collected. See Table 54. 

Of the total assessments against those stockholders of 
failed banks in 1921, only 42 per cent. of the assessed 
amount has been collected up to 1931. The highest per- 
centage of collections was during the period 1925-29, when 
over half was collected; but in 1930, when receiverships 


had run one year, only 24 per cent. of the assessments had 
been paid. 
























From the evidence available, it is clear that the relationship be- 
tween commercial and bank failures is unquestionably close, and since 
there is not much more of a lag than lead in the bank failures in the 
years in which they do not move together, it appears quite probable 
that conditions in the commercial world are responsible to a large de- 
gree for bank failures, just as bank failures have an important effect 
upon commercial failures.® 






Business conditions also have an apparent effect upon 
the collection of assessments. It will be noticed from the 
previous table that the collections from 50 per cent. to 55 
per cent., which were the highest collections, at any time, 
occurred during our most recent period of good business 
activity, from 1925-29 inclusive. The balance of the years 
during this period show various proportions of collecti- 
bility, but the lowest points reached 38 per cent. in 1922, 
and 24 per cent. in 1930, occur in the years following 
business recessions. The probability then of collecting 
assessments on stock appear to be remote in the years 
immediately following a break in commercial and business 






*Walter Spahr, op. cit., p. 214. 
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TABLE 55 


RATIO OF LOSSES TO CAPITAL OF FAILED BANKS 


(000 omitted) 
Ratio of Losses 
to One Dollar 
Capital Losses of Capital 
$1,870 $8,297 4.36 
6,269 3.13 
15,644 4.68 
33,445 3.48 
16,299 2.70 
12,803 2.37 
13,017 1.56 
3,375 .82 
2,544 38 
870 10 


activity. If only 42 per cent. of the assessments have been 
collected in ten years from the stockholders of banks failing 
in 1921, the outlook for recoveries on assessments against 
stockholders in banks failing in 1930 appears discouraging. 

We may now examine the losses sustained by closed 
banks in relation to the capital to see the limits within 


which losses have been confined as shown in ‘Table 55. 

In the ten-year period recorded in this table, it is evident 
that, in many cases, losses have been sustained not only in 
excess of the capital, but also in excess of the double lia- 
bility. To be exact, out of the ten years, those banks in 
receivership over four years had losses in excess of the 
double liability. This tends to substantiate the earlier state- 
ment that those assets recording the smallest variation from 
the book value are disposed of at first, the remaining assets 
becoming more doubtful with the passage of time. It is 
quite logical, and in accordance with human nature, to re- 
tain possession of those doubtful items in the hope that time 
will tend to strengthen their markets, with a consequent 
reduction in losses. On the other hand, it is also obvious 
that the tendency is not toward a correction of the difficulty 
of the debtor but only accentuates these limitations. The 
action of these losses appears to verify the cumulative effects 
before mentioned, and the passage of time is destined to 
result in larger rather than smaller losses, shifting greater 
dependence upon stockholder’s liability. 

The preceding tables indicate that losses to capital are 
relatively low the first two years of receivership and that 
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they amount to such proportions in the third and fourth 
years of receivership as to necessitate dependence upon the 
additional liability by assessment. Beyond the fourth year, 
the losses to capital are of such amounts that resort to the 
double liability, even if fully paid, cannot cover the defi- 
ciency, growing to the proportions where even quadruple 
liability would not cover all losses. Contrary then, to the 
general i impression, is the fact that in no manner could the 
double liability be sufficient to cover the losses in the assets 
of closed banks, 

These losses may be reviewed in another light. If the 
losses to capital, sustained by banks which failed in 1930, be 
considered as normal for all bank losses during the first 
year of receivership, the trend in the increase in losses for 
subsequent years may be shown as in Table 56. 


TABLE 56 
TEN-YEAR TREND OF LOSSES RELATIVE TO FIRST YEAR 
End of: Increase Over First Year 
Second year .8 times 
Third year .2 times 
Fourth year 5.6 times 
ONE PVERE 5.00.5: 8s. 5asi- ; .7 times 
ST. | ee ern eS Oe 
Seventh year .... , 34.8 times 
Eighth year 46.8 times 
Ninth year 31.3 times 
Tenth year ; 43.6 times 


This table more clearly brings out the hazard in liqui- 
dating assets over a period of years, with reference to the 
‘apital involved. For every year except the ninth, the ex- 
perience of failed national banks has shown a continued 
higher loss in assets to capital than the year preceding it. 
Furthermore, after the third year of receivership the losses 
mount rapidly. 

It has been observed earlier that the “collectibility” of 
assessments is vastly different from “‘assessability.” (‘Table 
54.) Over the ten-year period under consideration, it was 
found that the highest total collections of assessments were 
55 per cent. Examination may now be made of the amount 
actually collected as compares to the losses, for which the 
assessments were presumably imposed. See Table 57. 
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TABLE 57 


TOTAL COLLECTIONS OF ASSESSMENTS TO LOSSES IN ASSETS 


(000 omitted) 
Per Cent. of Collections 
Total Losses Total Collections to Losses 


1921 = $8,297 $632 7.61 
1922.. ae 6,269 584 9.27 
VORB... ..0<0.....0.-12.2.1 90,044 1,435 8.97 
1924......... 33,445 3,543 10.73 
TSSS. oxo EO 3,475 19.30 
1926.. 12,803 2,883 22:17 
1927 ; 13,017 3,832 29.41 
it eds 3,375 1,951 57.38 
Co ——e 2,544 3,063 122.52 
1930:....... 870 1,646 189.18 


As is observed in this previous table, collections on as- 
sessments vary in amount from more than sufficient to 
cover losses to only 7.61 per cent. of the losses. The figures 
are deceiving unless reference is had to preceding figures. 
(Table 54.) Actually, the recovery on assessments has 
been proportionally greater in 1921 than in 1930. The 
total amount of collections on the 1921 assessments has 
been 42 per cent., but only 24 per cent. for the 1930 assess- 
ments. The answer lies in a consideration largely of pro- 
cedure: 


. whenever the Comptroller shall become satisfied of the insolvency 
of a National banking association, he may, after due examination of 
its affairs, in either case, appoint a receiver, who shall proceed to close 
up such association, and enforce the personal liability of the stock- 
holders. . . .° 


When a receiver is appointed, if within his discretion, 
and upon authority of the court, an assessment is advisable 
as a protection against future losses, and in order not to 
sacrifice assets, he may levy the double liability. It happens 
then that for banks which are in receivership, not over a 
year, that the losses, for reasons mentioned before, are com- 
paratively small, and in some cases are actually less than 
the paid-in assessments. Such is the case with banks going 
into receivership during 1929 and 1930. The large losses 
have not yet been taken and, in proportion to the paid in 
assessment, are small. On the other hand, it has been 


*National Bank Act, as amended, Article 522, Sec. 1. 
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noticed that the tendency is definitely toward an increase 
in losses, due to the best assets being liquidated first. Nor 
are the assessments paid in at the same rate as losses in- 
crease. Rather, the bulk of the assessments are collected in 
the period when losses are at a minimum, and as the former 
decrease, the latter increase. This discrepancy, though real, 
reverses itself as time expires. 

It has been found that there is some correlation between 
business activity and bank failures.‘ Can it be said that 
there is any relation between the collection of assessments 
and business activity? It has been mentioned before that 
the collections from 1925 to 1929 inclusive indicated 50 per 
cent. or more. All of these banks have not been in receiver- 
ship for the same length of time, however, but they have all 
been forced into receivership during a period of excellent 
business activity. It seems more than a coincidence that the 
collections were highest for those banks involved over this 
period. ‘Table 58 presents this in another form. 


TABLE 58 
COLLECTION OF ASSESSMENTS DURING BUSINESS ACTIVITY 
Date of Receivership Collections Years in Receivership 


RP sec esec ous Seutgven secs Ca 6 
Lt) REG Reon rey eT ome 
(| SSA RRA, 
1929..... 50 


It will be observed that the collections become propor- 
tionately less as the period progresses. It must be remem- 
bered, however, the collections in each succeeding year have 
been over a lesser period of time. Thus, for receiverships 
-In 1925, the seven years of collections have netted 55 per 
cent. of the total assessments. ‘The collections for 1925 are 
1 per cent. greater than they are for 1926 but the former 
has had one more year in which to accumulate delinquent 
payments. The balance of the figures must be read in the 
same light. 

It is not without significance that over the ten-year 
period under consideration, the collections were the highest 
from 1925 to 1929. Many will agree that 1925 was not an 


"Walter Spahr, op. cit. 
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unexcelled year in business activity. It did, however, im- 
mediately precede one of the most prosperous periods in 
history. Inasmuch as assessments are paid out of other 
assets of the stockholders, anything which serves to enhance 
the value, or broaden the markets for these other assets, will 
tend to make collections more nearly complete. In view of 
this it is not surprising then, that although the year itself 
was not unusual from a business standpoint, that the fol- 
lowing period made assessments available, which otherwise 
would not have been collected, due to the increase of busi- 
ness activity and the consequent wider market for other 
assets. It has been observed that collections appear to be 
highest in the first year in actual amount. It is no doubt 
true that upon the levy of an assessment, those capable of 
paying meet the obligation. It then becomes a problem of 
collecting deliquencies. This is a problem which at best is 
distasteful to the Comptroller, but which is in a large de- 
gree modified somewhat, if the failure of the stockholder’s 
bank is followed by a period of business activity, during 
which his other assets may be converted, and during which 
he is enabled to make further accumulations. Such a period 
tends to nullify the force of the payments, both because the 
existing assets are more easily salable, and the opportunity 
is present to offset any penalty borne by way of additional 
accumulations. This tends to reduce the degree of resist- 
ance. The collections then of assessments appear greater 
during a period of business activity than at other times. 

An exhaustive examination of the causes of bank fail- 
ures is beyond the scope of these articles. At least one con- 
sideration, however, is significant at this point, and that is 
the relationship between the earning assets of a bank and 
its deposit liabilities. It is almost an accounting maxim 
that although assets may shrink, liabilities cannot. When 
an unbalanced relationship persistently exists between a 
bank’s liabilities and its shrinking earning assets, it immedi- 
ately is brought face to face with insolvency. In too large 
a degree has this condition been the result of incompetent 
management. 

Incompetent management may take any one of several 
forms. The exercise of incompetency may be due to a 
lack, of knowledge and pertinent information, or it may be 
due to evasion of the duty owed to the public. 
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Another defect of our unit banking system, especially of our small 
banks, is found in the poor management which generally characterizes 
them. In general, the officers are of an inferior sort. ... They may 
know something of the technique of banking, but little of its funda- 
mental and far-reaching principles. . . .* 


When the financial machinery breaks and the resulting 
depreciation in investments and accumulation of doubtful 
loans occurs, not only do they not know where to look for 
causes, but much less can they check a complete disintegra- 
tion. This is due largely to a lack of unified action, which 
is the result of a lack of proper training and experience. 
Too often are the responsible officers of smaller banks men 
of means, the latter acquired in other pursuits. The mere 
possession of wealth has elevated them in their community 
to positions not always warranted. Success in one field 
has instilled the false prerogative to become the leader in 
all fields. The profession of banking holds out a tantalizing 
opportunity for dominance. On such a basis, our small 
banks frequently have their beginning, and too often their 
ending. No individual with such a background can hope 
to conduct a sound banking business, through the maze of 
intricate channels, to any point of success. Among these 
delicate operations are the chief functions of a bank: that 
of credit extension. The ultimate result is an unbalanced 
relationship between the earning assets and the liabilities, 
with time a decided factor against any eventual recovery in 
the former. 

Bank failures may be caused by either internal or ex- 
ternal causes just as in the case of the bank’s borrowers. 
Of the nine causes listed by the National Industrial Con- 
ference Board, six causes are those of an internal nature, 
arising through inefficient management: 


The causes of bank failures are both specific and general. They 
re specific in the sense that in each bank failure, particular internal 
causes may have had a part in bringing about insolvency. Bank failures 
in individual cases may be assigned to such causes as: (1) the over- 
accumulation of doubtful, slow, or past due paper; ... (3) general 
all-round poor management; (4) an unexpectedly large depreciation of 
security investments; (5) large loans to officers and directors; (6) de- 
faleation or embezzlement; (7) excessive loans to businesses in which 
officers or directors are interested... .° 


‘Walter Spahr, op. cit., p. 220. 
*National Industrial Conference Board, op. cit., p. 44. 
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In any case where one of the above mentioned causes is 
the result of failure, although inferior management may not 
be wholly blamed, yet good management would have de- 
tected the condition, in most cases, early enough to either 
rectify it or protect itself. Slow paper, extensive bond 
depreciation, and officers’ loans, can usually be hedged or 
obliterated altogether. It is true that there is no bank that 
will not suffer from one of these handicaps, but the efficient 
banker will be able to detect the presence of the situation 
soon enough, so as to not only avert failure on account of 
it, but reduce his losses by a considerable margin. Such 
causes will always appear from time to time, in all banks. 
The distinguishing characteristic is not, however, whether 
they appear, but with what speed they are recognized and 
disposed of. Only those bankers who can readily detect 
these causes in their early stages can hope to survive over 
any extended period of time, and such detection requires 
expert knowledge, not gained by a mere entry into the field. 

Conclusions with regard to bank failures are difficult to 
draw, with any great amount of validity. There are, of 
course, two forces always operative, which if allowed to 
predominate for any length of time will undermine the 
solvency of any bank. Reference is made to those forces 
from without, and those from within. It is by no means 
inconceivable that external conditions could change so radi- 
cally, and be so impossible of forecasting, that failure would 
result to the best managed bank. Such conditions are be- 
yond the present study. On the other hand, there are those 
internal conditions of varying degrees, which can largely be 
detected by an alert management. 'To separate the two, 
with any degree of accuracy, is impossible, inasmuch as the 
total failures are reported in a single figure. This much 
can be said, however, that inasmuch as only a small number 
of banks fail annually, in proportion to the total, and that 
of all banks in a given locality, most of them remain 
solvent, over a given period of time, much responsibility can 
be placed upon the management of those failed institutions, 
for varying degrees of incompetency. 

A previous article has revealed the tendency of failures 
to occur with increasing frequency in banks of higher 
capitalization. (Table 47.) In 1921 the average capital 
of the failed banks was $55,000 whereas in 1930 it was 
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$80,000. Although banks with a capitalization within this 
limit might be called small, still the tendency is towards 
the higher brackets. The usual criticisms occurred at the 
smaller institutions, whereas it may be justified, we should 
take into account the fact that the larger institutions are 
not immune from incompetent management, or the effect of 
general conditions. Even though the terms small and large 
are comparative, justifiable criticism demands that cog- 
nizance be taken of the trend in bank failures. 

The trend has been clearly shown in Table 48 and it 
has been the most unfavorable in the banks of $100,000 
‘apital, and over. The deviation in 1930, from the 1921-29 
average, showed an increase of 12 per cent. in failures 
of this class. This is in direct opposition to the trends 
shown in the other two groups. Neither of the other groups 
increased, and the one group, whose banks capitalized at 
from $25,000 to $99,999, showed an actual decrease in 
failures. The increase in the failures in 1930 then was due 
entirely to the increase in the class of banks with $100,000 
‘apital or more. 

The chief interest, however, lies in the liquidation of the 
assets of these closed banks, and the losses incident to such 
procedure. Tables 49 and 50 in last month’s article indicate 
the manner in which the assets were liquidated and the losses 
sustained. In 1930, of the banks failing in that year, one- 
third of the assets were liquidated at a loss of 3.95 per cent. 
of the book value. On the other hand, the banks failing in 
1921 and having ten years in which to liquidate their assets 
had not yet succeeded in disposing of all of them. They 
had liquidated only 95.31 per cent., and this liquidation was 
at a loss of 59.26 per cent. of the original book value. On 
the basis of these figures, ten years had enabled the receivers 
to liquidate three times the first year’s liquidation, whereas 
losses had increased about twenty times. With regard to 
the time element then, losses had accrued about six times 
as rapidly as liquidation had proceeded. 

The natural and ordinary procedure for a receiver to 
follow is to sell only those assets, the market for which is 
at or near the book value. To continue possession of such 
assets in the hope of price enhancement would carry the 
procedure into the field of speculation, which would be 
exceedingly unwise. So the reasons for selling such items 
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justifies the act. With regard to the remaining items, 
however, questions of judgment and prudence may well be 
interposed. Each asset will have to be judged on its own 
merits. However, the mere retention of an asset, in the 
belief or hope that time will effect a constructive influence, 
seems fallacious and should be condemned upon the same 
principle as holding assets whose market is close to its book 
value. Except in unusual circumstances, where markets 
are temporarily demoralized, time in itself will not become 
a curative. It has been observed that in the first year of 
liquidation, for every dollar converted, three cents was 
written off as a loss. On the other hand, for banks having 
been in receivership ten years, for every dollar of assets 
converted, about sixty cents was a loss. ‘The impractical 
reasoning of liquidating all assets in the first year has been 
observed. It does seem, however, that the sooner the asset 
is disposed of and the loss absorbed, the less expensive it 
will be. Once an unwise credit extension has been made, 
the sooner the error is recognized and the loss written off, 
the greater is the chance of recouping the original amount. 
An unwise loan not only is handicapped by its original 
limitations, but adds weight to itself as time progresses. 
There is of course such a thing as fortuitous circumstances 
strengthening and, even in some cases, saving the loan. 
Such cannot be depended upon, however, and is without 
the field of sound banking. For receivers of failed banks, 
the wise course would be a searching examination of every 
asset, together with its collectibility or market, and, where 
the latter does not show signs of reasonably immediate 
stabilization or upward trend, to dispose of the asset for 
what is obtainable. The receiver is in no different situation 
than is the banker who made the weak loan. In either case, 
time is usually an element of increasing handicap. In 
analyzing a banker’s situation with regard to slow assets, 
which is equally true in the case of a failed bank, one 
author says: 


If, however, analysis discloses the situation to be so doubtful .. . 
there is usually only one course left, and that is liquidation. . .. as a 
rule, when the situation reaches this point the bank faces a substantial 
charge-off, for recoveries of this type are usually small.!° 


*Stronck, Eigelberner, op. cif., p. 190. 
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In other words, when time is injected into a situation 
in the hope of an eventual recovery, the ultimate recovery 
is usually small. The result of time as a corrective factor 
is questionable except in the most singular case. The re- 
coveries from the liquidation of assets, where prolonged 
over a period of years, clearly substantiates this. 

As a corollary to the losses in the assets of failed banks, 
but no less important, the consideration of stockholder’s 
liability and payments arise. Regardless of the viewpoint 
held, whether subscribing to the double liability as a penalty 
or as a partial protection, the fact remains, that the collec- 
tion of such assessments have by no means been sufficient to 
cover the losses in the assets where more than two years 
have been taken to liquidate the assets. Only in 1929 and 
1930 were the collections sufficient to cover the then existing 
losses. (See Table 57.) From the former year on back to 
1921 the collections showed a trend downward, until in 
1921, after ten years of collections, they stood at only 7.61 
per cent. of the losses sustained. Contrary to the general 
view then, the double liability of stockholders can neither 


be viewed as a protection for depositors nor as an effective 
offset to losses arising in the assets. 

The Banking Act of 1933 recognizes the shortcomings 
of the double liability section of the original Bank Act. In 


order to remedy this latent fallacy, the new Act provides 
that: 


The additional liability imposed upon shareholders in National 
Banking Associations by the provisions of Section 5151 of the Revised 
Statutes, as amended, and Section 23 of the Federal Reserve Act, as 
amended . . ., shall not apply with respect to shares in any such asso- 
ciation issued after the enactment of this Act.1! 


The National banking associations formed after June 
16, 1933, the date of the enactment of this Act, will not 
have double liability attached to their shares. This appears 
to be no detriment. The success of collecting the double 
liability when it has been imposed has not given evidence 
of being any great protection to depositors. (See Table 
54.) Depositors have labored too long under false hopes, 
and stockholder responsibility, from a financial standpoint, 


“Banking Act of 1933, H. R. 5661, Section 22 
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has presented a far from salutary record. ‘This section of 
the Banking Act of 1933 should do much to clarify this 
phase of banking. 

Simple clarification, however, is not the same as remedy- 
ing the situation. There may be at least two disadvantages 
accrue: first, because double liability has been removed, this 
very fact may attract speculative funds, which otherwise 
would have remained outside the banking business, because 
of the threat of double liability. This, of course, can be 
guarded against by a meticulous examination on the part 
of the authorities, as to who the incorporators are. Sec- 
ondly, additional hardships may be forced upon depositors, 
for poor as the double liability was as a protection, the 
assessments netted a portion of what was intended, and 
reduced the loss of the depositors by that much. Without 
this help, it may simply mean an added burden for the 
harassed depositors.’” It will, however, remove the false 
hopes of the latter, and clarify an angle of our banking 
system which has never functioned as intended. 

There is one advantageous result which the elimination of 
double liability may develop. If there are to be fewer funds 
to absorb the losses of the earning assets, and the status 
quo as to capital and losses is to be maintained, losses must 
be reduced. The reduction of losses is the constant aim of 
all bankers, and this calls for a more professional attitude 
on the part of both the bankers and the public alike. Much, 
no doubt, will be accomplished in educating and guiding the 
banking fraternity by various governmental agencies, such 
as the Reconstruction Finance Corporation, which holds a 
large share in our banking system through its purchase of 
debentures and preferred stock; the Federal Deposit Insur- 
ance Corporation, which has much power in dictating the 
condition of entrance for the banks and others. But mere 
legislation can never take the place of judgment. The 
former is usually the result of restrospect, and the latter, 
one of prospect. It is the latter to which we must look to 
avert undesired results. This is certain, to maintain the 
rate of losses at the present point with respect to capital 

“This is being considered without reference to the Federal Deposit Insur- 


ance Corporation (Banking Act of 1933, Sec. 12B), which subject is too broad 
to be included here. 
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and double liability, losses must be reduced, and this in 
itself would be sufficient to justify the new provision. 

It is unnecessary to point out all of the limitations con- 
tained in the figures used in this article. The figures 
adapt themselves to a time study, and the attempt has been 
made to indicate the trend in bank liquidations over a period 
of time. The figures for 1921 are in no case comparable 
to the figures for 1930, excepting as the former indicates a 
ten-year result, whereas the latter indicates only a single 
year of liquidation. The same years do not contain the 
same class of banks, nor the same number of banks. By a 
reduction to averages and percentages, however, any two 
years may be more effectively compared. If the figures 
are read with these restrictions it is hoped that not only will 
no reader misinterpret them, but also some contribution 
may have been made with regard to the time hazard in the 
liquidation of failed banks, especially with regard to the 
losses in earning assets and the ineffectiveness of double 
liability. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


MONETARY UNCERTAINTY 


Uncertainty as to the future character 
and value of money is perhaps the 
strongest single deterrent to business en- 
terprise.—James P. Warburg. 


BANKERS DESERVE 
CONFIDENCE 


The country can have full confidence 
in the integrity and competence of the 
bankers of the country. Out of the 
lessons of the last few years has come 
experience that will be valuable to the 
banker and to his community, He can 
be counted on to show a proper appre- 
ciation of his responsibilities and ob- 
ligations and to take his place among 
those who are making earnest and un- 
selfish effort to promote recovery. He 
is not infallible, but with every power 
that lies within him I believe he may 
be depended upon to fulfill his duty as 
a custodian of the people’s money, as 
a dispenser of credit and as a God- 
fearing American citizen imbued with 
sincere regard for the common good.— 


F. M. Law. 


BANKING AS A BUSINESS 
CAREER 


Banking as a business career is dead. 
Banking as a profession is in its in- 
fancy. I might almost say it is not 
yet born—James P. Warburg. 


THE ROAD TO PROGRESS 


We must dedicate ourselves anew to 
a recovery of the old and sacred pos- 
sessive rights for which mankind has 
constantly struggled—homes, livelihood 
and individual security. The road to 
these values is the way of progress. 
Neither you nor I will rest content 


until we have done our utmost to move 
further on that road—Franklin D. 
Roosevelt. 


SOUND BANKING AND 
LEGISLATION 


The theory that sound banking can 
be achieved by legislation is pretty well 
exploded.—O. Howard Wolfe. 


FEDERAL GOVERNMENT IN 
BANKING 


The extent to which the Federal 
Government has entered into actual 
banking operations has now become the 
outstanding problem facing the bankers 
of the United States.—R. S. Hecht. 


A POLICY OF RECKLESS 
NATONALISM 


Nothing can be more incongruous or 
more certain of ultimate failure than 
the effort to reach social equalization 
within a nation and at the same time 
by a policy of reckless nationalism to 
leave the world outside in consequent 
turmoil and anarchy, where suspicion 
and distrust reign supreme and where 
arms are the only reliance of our faith, 
even when they blast our fondest hopes 
for security and peace in a_ better 
world.—Owen D. Young. 


DIFFERENT KINDS OF “MONEY” 


Money as we know it is merely the 
establishing of a ratio of values. In 
the interior of the Fiji Islands, for in- 
stance, the natives transact business in 
terms of whales’ teeth. And in a cer- 
tain Kansas town, in the United States, 
you can buy a newspaper for an egg a 
day.—John S. Stuart, in Argosy Maga: 


zine. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


PROTEST AGAINST PROPOSED 
CUBAN REPUDIATION 


STRONG letter of protest to Car- 
A Mendieta, provisional president 
of Cuba, has been sent by Win- 
throp W. Aldrich, chairman of the 
board of directors of The Chase National 
Bank, taking issue with the report of the 
Cuban commission of investigation, 
which recommended that President 
Mendieta repudiate the Cuban public 
works financing. In his letter Mr. 
Aldrich says: 

“The Chase National Bank in all of 
its relations with the Republic of Cuba 
has dealt with the existing governments 
of Cuba as governments only and not 
as political factions. We are now pre- 
pared, as at all times in the past, to 
discuss financial matters, including the 
public works obligations, with the exist- 
ing government ” 


AVERAGE INTEREST ON U. S. 
GOVERNMENT DEBT LOWEST 
IN NATION’S HISTORY 


HILE the outstanding debt of 

\X the United States Government 
at the present time is at the 

highest point in the history of the coun- 
try, due chiefly to emergency expendi- 
tures, the average rate of interest being 
paid on that debt is the lowest in his- 
tory, according to an analysis of the 
public debt, made by C. J. Devine & 
Co., Inc., government bond specialists. 
This gradual lowering of interest rates 
results in a substantial saving to the Gov- 
ernment, as indicated by the latest avail- 
able figures. The annual interest charges 
on the present government debt of 
$26,480,487,870 amount to $815,443,- 
225, compared with a debt of $15,921,- 
892,350 in 1930, on which the annual 
interest charges amounted to $605,967,- 
419. Thus, while the debt increased a 
total of 66.3 per cent. between 1930 and 
the present date, the annual interest 


charges increased only 34.58 per cent. 

The average interest rate at the pres- 
ent time is 3.12 per cent., compared with 
3.80 per cent. in 1930. With the ex- 
ception of the pre-war issues, the re- 
duction in interest charges has applied 
to all issues. 

Numerous changes have also taken 
place in the type of bonds outstanding. 
Liberty bonds, which accounted for 51.5 
per cent. of the total debt in 1930, ac- 
count for only 23.9 per cent at the pres- 
ent time. Treasury bonds, into which 
Liberties are being gradually converted, 
now make up the largest block of out- 
standing Government issues, accounting 
for 35.2 per cent. of the total, com- 
pared with 19.7 per cent. in 1930. 

Outstanding Treasury notes now make 
up 26.5 per cent. of the total debt and 
carry an average interest rate of 2.65 
per cent. compared with an average 
rate of 3.65 per cent. in 1930. 

The lowest average interest rate at 
present is found in the Treasury bills 
group, the average being 0.32 per cent. 
against 2.68 per cent. in 1930. 


LIMITATIONS ON. REGULATION 
OF PUBLIC UTILITIES 


N a recent address Floyd L. Carlisle, 
[ caine of the boards of Con- 

solidated Gas Company of New 
York and Niagara Hudson Power Cor- 
poration, had the following to say on 
“Regulation of Business by Govern- 
mental Agencies”: 

“In order to induce a manufacturer 
to locate his plant in our territory or 
to buy our service, we must directly 
compete with the cost to him of supply- 
ing facilities for generating his own 
heat or power. When we go to a 
storekeeper to sell him additional light- 
ing for his windows, he will buy it 
only if he can attract more business to 
his store by this means rather than the 
equivalent amount of money spent in 
some other form of advertising. A vil- 
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lage will not install additional street 
lighting for the protection of its citi- 
zens at night if it can do so more 
cheaply by putting on an additional 
policeman. Electric refrigeration to the 
housewife must be at a price competi- 
tive with ice. Electric cooking is done 
only competitively with coal or gas. 
Regardless of public service commission 
regulation, when we sell securities to 
the public the price and terms are con- 
trolled by the supply and demand for 
other securities. Thus, no matter how 


elaborate a regulatory system is set up, 


in the last analysis, the most inexor- 
able regulator is the law of supply and 
demand.” 


PURCHASING POWER OF THE 
DOLLAR 


HE purchasing power of the dol- 
lar invested in common stocks 
showed decided improvement in 
June, according to the monthly analysis 
of Administrative and Research Cor- 
poration, its decline for the six months 
ending June 30 being only 9.3 per cent. 
as contrasted with a decline of 12.4 
per cent. for the five months ending 
June 2. The purchasing power of the 
dollar invested in bonds remained vir- 
tually steady and the purchasing power 
of the dollar held in cash declined. 
Commodities, as measured by the Bu- 
reau of Labor's Wholesale Index, con- 
tinued their advance from’ 70.8 on De- 
cember 30, 1933, to 74.8 on June 30, 
thus decreasing the purchasing power 
of the dollar held in cash by 5.3 per 
cent. over the six-months period ending 
June 30 as compared with a decrease 
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of 4.2 per cent. for the five-months 
period ending June 2. 

Common stocks, as measured by Dow 
Jones Industrial Averages, declined from 
99.9 on December 30, 1933, to 95.72 
on June 30 with the result that the 
purchasing power of the common stock 
dollar showed a loss of 9.3 per cent. 
for the six months. With average com- 
mon stocks at 91.41 on June 2, the 
loss for the five-months period had been 
12.4 per cent. 

Bonds, as measured by Dow Jones 
Averages, rose from 84.60 to 93.89 for 
the five-months period and to 94.74 for 
the six-months period. However, the 
rise in bonds during the month of June 
did not quite counterbalance the decline 
in the purchasing power of the dollar. 
As a result, the purchasing power of 
the dollar invested in bonds gained 
6.1 per cent. for the six-months period 
as against 6.3 per cent. for the five- 
months period. 


LAWS AND DECISIONS AFFECT- 
ING MORTGAGES 


DDRESSING the annual banquet 
Ae the Chicago Mortgage Bankers 


Association on June 22, L. A. 
McLean, president of the Southern 
Trust Company, Louisville, Ky., said: 


“Until the last depression had _ struck 
us with full force, the first mortgage 
real estate loan made by a responsible, 
conservative banker was generally ac- 
cepted as the safest and most desirable 
of all investments capable of paying a 
reasonable interest return. The un 
precedented prosperity, however, re- 
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sulted in an enormous accumulation of 
funds seeking this form of investment 
with the natural result that abuses arose 
and ‘millions upon millions of dollars 
of hazardous mortgage loans were foisted 
upon a trusting and unsuspecting pub- 
lic through the medium of clever ad- 
vertising and high pressure salesman- 
ship. 

“These huge issues were the first to 
succumb when business adversity had 
clamped on its strangle-hold and the 
resulting publicity contributed in a large 
measure to the early collapse of the 
mortgage loan market. Were laws en- 
acted to protect the holders of millions 
of dollars of mortgages so their secu- 
rity could not be dissipated? No. On 
the contrary, laws were quickly enacted 
in various states to protect the borrow- 
ers without especial regard to the neces- 
sities and privations of the mortgagees 
—widows, estates of orphans, wage’ 
earners out of employment, educational 
institutions, insurance companies, build- 
ing and loan associations, etc. 

“This epidemic of legislation has been 
a burning issue these past 18 months 


IN PRINCIPAL CITIES 


and the various statutes may be classi- 
fied under the three general titles— 
foreclosure stay laws, redemption period 
laws and deficiency judgment laws. In 
a majority of cases the foreclosure stay 
laws and redemption period laws are 
measures of temporary duration through 
their own limitations while the defi- 
ciency judgment statutes usually have 
provided permanent changes in the laws 
governing foreclosure procedure. 

“In 1933 and 1934, foreclosure stay 
laws were enacted in the following 
states—twenty out of forty-eight: Ari- 
zona, California, Delaware, Idaho, Iowa, 
Illinois, Michigan, Montana, Nebraska, 
New Hampshire, New York, North 
Carolina, North Dakota, Ohio, Okla- 
homa, Pennsylvania, South Carolina, 
Texas, Vermont and Wisconsin.” 


Reviewing the decision of the United 
States Supreme Court in the Minne- 
sota mortgage moratorium case, Mr. 
McLean said: 


“So you see the Supreme Court has 
read into the right to enforce the spe- 
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cific conditions of contracts, the effect 
such enforcement would have upon the 
public welfare. How on earth is one 
to anticipate the conditions that will 
exist at the time the contract will be 
matured? When defaults occur nor- 
mally, business conditions are generally 
bad and at the very time the creditor 
should act to realize as much as pos- 


sible on his security to limit his loss, 
he may find he has no immediate remedy 


and during the period he must wait 
to consummate a sale, the security may 
have constantly depreciated in value 
rendering a recovery out of the ques- 
tion. This decision may have a decided 
tendency to limit funds that would 
naturally flow into mortgage invest- 
ments.” 


COMMERCIAL CREDIT EARN- 
INGS INCREASE 


ET income on the common stock 
N of Commercial Credit Company 

for the month of May, 1934, 
was at the annual rate of $3.90 per 
share compared with the per annum 
rate of $3.31 for the first five months 
of the year according to A. E. Duncan, 
chairman of the board in a letter to the 
stockholders of the company. Com- 
menting on the earnings of the com- 
pany, Mr. Duncan said: 


“Consolidated gross purchases of 
your company ‘(including Textile Bank- 
ing Company, Inc., for 1934 only), for 


the five months ended May 31, 1934, 
were $171,410,572.23, compared with 
$56,139,619.30 for the same period of 
1933—an increase of 205 per cent. 
Gross volume of $44,652,500 for May, 
1934, was the largest of any previous 
month in the history of your company, 
the next largest being $43,772,191 for 
May, 1929. 

“Consolidated net income, after all 
taxes and reserves, including all sub- 
sidiaries, for the five months ended 
May 31, 1934, was $1,926,884.18, com- 
pared with $713,780.46 for the same 
period of 1933—an increase of 169 per 
cent. 

“After providing for minority inter- 
ests and regular dividend requirements 
on all issues of preferred and class A 
convertible stocks, there remained $1,- 
317,785.62 available for the common 
stock outstanding with the public, com- 
pared with $59,574.34 for the same 
period of 1933—an increase of 2112 per 
cent. 

“Net income on the common stock 
for May, 1934, was at the annual rate 
of $3.90 per share, compared with $3.31 
for the five months, and $2.99 for the 
eleven months, ended May 31, 1934, 
respectively.” 


GENERAL MOTORS CORPORA- 
TION 


ET earnings applicable to the 
N common stock for the second 

quarter ended June 30, 1934, 
were equivalent to $0.88 per share on 
the average common shares outstanding 
during this quarter. This compares 
with earnings of $0.90 per share for 
the second quarter of 1933. For the 
six months ended June 30, 1934, net 
earnings applicable to the common 
stock amounted to $1.51 per share on 
the average common shares outstanding 
during this period. This compares with 
earnings of $1.01 per share for the six 
months ended June 30, 1933. 

Net earnings available for dividends, 
including equities in the undivided 
profits or losses of subsidiary and affli- 
ated companies not consolidated, for 





INVESTMENT AND FINANCE 


the second quarter ended Jnue 30, 1934, 
amounted to $40,267,090, compared 
with net earnings of $41,198,169 for 
the second quarter of 1933.. After 
deducting dividends of $2,294,555 on 
the preferred stock, there remains $37,- 
972,535, being the amount earned on 
the common shares outstanding, which 
compares with earnings on the common 
stock of $38,903,364 for the second 
quarter of 1933. 

For the first six months of 1934, 
net earnings available for dividends 
amounted to $69,586,613, compared 
with net earnings of $48,068,176 for 
the first six months of 1933. After 
deducting dividends of $4,589,110 on 
the preferred stock, there remains $64,- 
997,503, being the amount earned on 
the common shares outstanding, which 
compares with earnings on the common 
stock of $43,478,441 for the first six 
months of 1933. 

Cash, United States Government and 
other marketable securities at June 30, 
1934 amounted to $201,713,115, com- 
pared with $177,303,966 at December 
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31, 1933 and $200,488,763 at June 30, 
1933. Net working capital at June 30, 
1934 amounted to $301,817,504, com- 
pared with $243,832,896 at December 
31, 1933, and $259,499,831 at June 30, 
1933. 

Net sales of General Motors Corpo- 
ration, excluding interdivisional trans- 
actions, for the second quarter ended 
June 30, 1934, amounted to $303,407,- 
073, compared with $191,954,311 for 
the second quarter of last year. Net 
sales for the six months ended June 30, 
1934, amounted to $508,531,153, com- 
pared with $311,954,474 for the cor- 
responding period of 1933. 


BORROWER WOULD FIX THE 
RATE 


N_ evidence of a restoration of 
Amrse credit was afforded re- 
cently when New York City re- 
jected the bankers’ bid on a $70,000,000 
bond issue. ‘ Not long since there was 
difficulty in borrowing at any rate. Now, 
in this instance, at least, the borrower 
balks at a rate considered too high. 


LETTERS TO THE EDITOR 
BANK CLERK ASKS ADVICE 


Editor, THE BANKERS MAGAZINE: 


Economists, some of them at least, 
say we afe suffering from overproduc- 
tion. But I’m wondering if this is a 
correct diagnosis of the situation. Here’s 
my case. Owing to the advanced prices 
of footwear, my shoes are becoming 
shabby—I’ve not had a new pair in three 
years. For an even longer period I have 
not been able to buy a new suit of 
clothes, although my wife tells me I 
“look like a tramp.” On account of the 
high cost of ham and bacon I’m no longer 
able to afford these “luxuries.” 

While, by limiting production and 
other artificial expedients, prices are be- 
ing forced up, my income has declined 
by almost one-half. 


I can’t help thinking that if we had 
more production, prices would be so 
reasonable that I might, even with my 
diminished income, be able to buy a new 
pair of shoes, a suit of clothes, and oc- 
casionally again have ham and bacon on 
my table. What do you think? 

WorriED BANK CLERK. 
Chicago, July 26, 1934. 


{Any thought that might be expressed 
in answer to the above would be con- 
sidered as heretical, and in these days 
intellectual heresy brings with it a pun- 
ishment no less condign than that once 
administered to religious “heretics.” Our 
troubled correspondent is unfortunate in 
belonging in the white-collar ranks, 
which are unorganized, have few votes, 
and therefore outside the policitians’ 
solicitude.— Editor. } 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


of late taken precedence over those 

of an economic character. Follow- 
ing the dramatic events in Germany, 
culminating at the beginning of July, 
France and other countries on the 
European continent have shown decided 
uneasiness as to the course of future 
events. It would appear that France 
and England are working in collabora- 
tion designed to safeguard themselves 
and other countries from the effects of 
any startling developments that may 
follow the unrest in Germany. Unem- 
ployment in the British Isles, which for 
some time had been declining, has re- 
cently shown a contrary tendency. 


F itt tk political questions have 


GREAT BRITAIN 


As reported by The Economist, the 
new capital issues for the first half of 
1934 aggregated £96.9 millions against 
£110.8 millions in the first half of 1933. 
In the first half of the present year none 
of the loans went to foreign govern- 
ments, against £965,000 so placed in the 
corresponding period of 1933. But other 
foreign loans for the first half of 1934 
amounted to £1,103,300, compared with 
£36,600 for the same period last year. 

Excerpts from the monthly letters of 


_ of the important British banks fol- 
ow: 


Barclays Bank Limited Monthly 
Review (June) 


The volume of British exports re- 
corded a seasonal decline in the three 
months ended March last, compared 
with the preceding quarter, but, ignor- 
ing that period, the index number had 
not been exceeded since December, 1930. 
In addition to revealing the actual im- 
provement in trade, however, the statis- 
tics also afford some indication of the 
growth in internal business, for while, 
m comparison with the March quarter 


of 1932, total industrial output has risen 
by nearly 15 per cent. and manufactur- 
ing production by over 16 per cent., 
the volume of British exports has ex- 
panded by only 5.2 per cent. In the 
past, according to an authoritative esti- 
mate, nearly 30 per cent. of the total 
output of movable commodities in this 
country was exported, but with the 
growth of tariffs and other barriers to 
international trade, the relative impor- 
tance of external business has tended to 
decline. While, therefore, the moderate 
growth in overseas trade is very wel- 
come, it would seem that, for some time 
at least, recovery in trading activity in 
this country will depend largely on the 
ability of the home market to absorb 
greater quantities of goods. 


Lloyds Bank Limited Monthly 


Review (June) 


The improvement in home trade is 
well maintained, particularly in the 
heavy industries and in the manufac- 
ture of motor cars. The recovery is less 
pronounced in the textile trades, and 
the continuance of the German embargo 
upon wool imports has had a deadening 
effect upon wool prices. April witnessed 
the normal seasonal improvement in em- 
ployment, and such general indicators 
as raw material imports, railway traffic 
returns, electric power consumption, 
provincial bank clearings and new build- 
ing permits continued to show appre- 
ciable improvements over last year. The 
Board of Trade production index for 
the first quarter of 1934 was 109.0, 
against 100 for 1924, 94.8 for the first 
quarter of 1933, and 105.0 for the last 
quarter of that year. The retail trade 
returns for April were less encouraging 
in comparison with a year ago than those 
of previous months, but it must be re- 
membered that the Easter shopping sea- 
son fell in April last year and in March 
this year. Reports from the smaller in- 
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dustries are on the whole encouraging, 
but most districts allude to the difficulty 
of securing any improvement in our ex- 
port trade. There is no doubt that the 
recovery is largely confined to the home 
market, and... this is beginning to 
react upon our trade balance. 


Midland Bank Monthly Review 
(May-June) 


There can be no doubt that business 
recovery in this country is steadily ad- 
vancing. Indices of production, statistics 
of banking turnover and almost all other 
signs point in the same direction. The 
Economist composite index of business 
activity maintains the upward trend 
which projects as far back as the end 
of 1931. Best of all, unemployment 
continues to decline, and preliminary 
figures just issued show a further fall, 
between April 23 and May 14, of 58,000 
in the number of registered unemployed 
in Great Britain. In the past two years 
the number of insured persons em- 
ployed has risen by more than 800,000 
to 10,187,000. 

The striking fact about the improve- 
ment is that, as Mr. Chamberlain ob- 
served in his budget speech, it is to be 
associated almost entirely with internal 
business expansion. Our export trade 
shows but little revival, and, although 
internal improvement is noticed in a 
number of other countries, the general 
volume of international commerce is still 
at a very low level. World conditions 
are so disturbed, both economically and 
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politically, that a marked recovery in 
this direction seems but little nearer than 
it was two years ago. Any small re- 
laxation of trade restrictions here and 
there, however welcome, is off-set by in- 
creased stringency elsewhere, and in the 
result progress towards freer movement 
is very slow indeed, if on balance it 
exists at all except in the faith, perhaps 
too widely held, that the mere passage 
of time brings us nearer the ultimate 
freeing of trade. 

It is this condition, more especially, 
which renders examination of our un- 
employment statistics disturbing, not- 
withstanding the improvement already 
recorded. There are still over two mil- 
lion unemployed, and the mere state- 
ment of this fact is sufficient to remove 
any grounds for complacency. There is 
not the slightest justification for think- 
ing that, recovery having set in, we can 
afford to relax our efforts and let things 
take their course. On the contrary, this 
is the very moment when an even 
stronger effort needs to be put forward 
to cope with the many harsh and com- 
plex problems of economic reorganiza- 
tion. 


Westminster Bank Review (June) 


' The recent course of British overseas 
trade suggests that governmental policy 
—whether fiscal or monetary—is less ef- 
fective in diverting trade into fresh 
channels than in obstructing it. Com 
pared with the curtailment effected in 
our imports of manufactures by the gen- 
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eral tariff and other duties, the results 
of the divorce of sterling from gold, of 
the trade pacts with several foreign 
countries, or even of the Ottawa agree- 
ments, are slight. If the expansion in 
manufactured imports so far seen this 
year is maintained, they will still be only 
three-quarters of the amount imported in 
1931. Quite apart from any diversion 
of trade owing to the Ottawa duties, the 
proportion of our imports coming from 
foreign countries has automatically 
fallen owing to the duties on manufac- 
tures. If we make allowance for this 
distinction, the remaining portion of the 
rise in the Empire’s share of our over- 
seas trade amounts only, broadly speak- 
ing, to the restoration of the proportion 
it represented before the collapse in the 
prices of primary products temporarily 
reduced it. On the other hand, Great 
Britain’s adoption of tariffs does not ap- 
pear to have had immediate harmful re- 
percussions on our export trade, which 
is, indeed, sharing in such improvement 
as has so far been seen in international 
trade. But by raising still another seri- 


ous obstacle to international intercourse, 
the British tariff has played a part in 
retarding that improvement, and there- 
fore in hampering the one factor upon 
which hopes of full recovery of our own 
export trade must depend. 


FRANCE 


Returning confidence, manifested last 
month, continues, but business is not as 
yet showing a corresponding improve- 
ment, although the future outlook is re- 
garded as favorable. The financial posi- 
tion of the Bank of France has recently 
been further strengthened by additions 
to its gold reserves. 

The turnover at the Paris Bourse has 
of late been declining, railway receipts 
are falling, and unemployment is slowly 
increasing, a tendency which the gov- 
ernment is taking measures to stop. Un- 
der the ministry of M. Doumergue, the 
internal condition of the country re- 
mains generally free of disturbances that 
prior to his advent to power were a 
source of deep concern. 
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GERMANY 


Although recent political events have 
had a disturbing character, increased by 
the critical developments in foreign com- 
mercial and financial relations, the tend- 
ency of late has been toward activity, 
especially in those branches of industry 
stimulated by governmental assistance. 
It is apparent, however, that this stimu- 
lation is barely sufficient to counter- 
balance the loss in production caused by 
a falling off of exports. The reduction 


in gold and foreign exchange held by the 


Reichsbank has continued of late, and 
is occasioning considerable concern. 


ITALY 


At the end of April the excess of ex- 
ports over imports stood at 965.8 million 
lire, compared with 552.2 million lire at 
the corresponding date in 1933. 

As on former occasions, and notably 
in 1926, so now it has become advisable 
to protect the lira against operations of 
a speculative character, and with this 
end in view a decree was issued on May 
26 limiting exchange and foreign bill op- 
erations to those strictly required for 
genuine commercial transactions and for 
the needs of bona fide travelers and of 
persons residing abroad who own prop- 
erty in Italy. Under the new regula- 
tions, banks, money changers, companies, 
firms, and other bodies holding foreign 
bill accounts in Italy or abroad, must 
periodically notify the bank of issue of 
the amounts thus standing to their credit. 
As from the date of the decree, the pur- 
chase on foreign markets of foreign 
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stocks and of Italian securities issued 
abroad is forbidden and those already 
acquired prior to that date must be 
stamped. 

All exports of lira notes, drafts, 
checks, or other securities payable in Italy 
are forbidden, and the banks or other 
concerns by whom such securities are 
made payable, must notify the bank of 
issue of any coming into their possession 
which have been circulated abroad. Per- 
sons leaving Italy may take with them 
Italian notes or securities for an amount 
not to exceed 5000 lire, unless they leave 
the country several times in the course 
of a month or dwell in frontier zones and 
have occasion to cross the frontiers fre- 
quently, in which case they may take 
with them sums proportionate to the 
brief duration of their sojourn abroad. 

A permit of the ministry of finance is 
required for the issue of lire credits to 
banks and firms domiciled abroad, even 
if of Italian nationality; the discounting 
of lira bills issued by foreigners on 
Italian firms even if covering trade trans- 
actions; the discounting of lira bills issued 
by foreign firms on their own branches 
and agents in Italy; the discounting of 
any other bills which might enable for- 
eign firms to secure lira credits; the dis- 
counting of lira bills issued by Italians 
in favor of foreign firms. All payments 
of checks and drafts made on behalf of 
foreign banks or firms must be notified 
daily to the bank of issue. Lira drafts 
issued by Italian exporters on foreign 
firms may be discounted only if vouchers 
are produced showing that they cover 
sales of goods actually exported. For- 
ward transactions in foreign exchanges 
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through lire credits or debits are for- 
bidden, and lira payments or withdraw- 
als must coincide with the corresponding 
withdrawal or payment of the foreign 
bills to which they refer. 

No undue restrictions hinder legiti- 
mate payments arising from genuine 
commercial transactions and no “blocked 
credits” are created, but speculative 
maneuvers injurious to the lira are ef- 
fectively curbed. 


THE ARGENTINE 


Under date of July 9 the First Na- 
tional Bank of Boston had the following 
information from its branch in Buenos 
Aires: 

General tendencies during May con- 
tinued favorable. The favorable trade 
balance for May was m$n 26,373,545. 
The combined bank statement shows: 
deposits up 9,000,000, loans down 13,- 
000,000, cash down 49,000,000, and the 
cash reserve 20.2 per cent. 


May, 1934 
m$n 


Liabilities Failures 8,000,000 
mame ‘Cleatings |... 6.ss sess 2,293,000,000 


The first half of June the peso im- 
proved about 6 per cent. but in the last 
fortnight has been easing off, although 
visible demand of foreign currencies is 
not large. 

Buenos Aires Stock Exchange turn- 
over during May was m$n 57,790,000. 
The net average for “cedulas” during 
the month was 88.81. During June, 
however, “cedulas” have been firm, ad- 
vancing to a net average around 90 and 


maintaining this level. National credit 
5 per cent. bonds were also firm around 
93 with a normal volume being traded. 
Province of Buenos Aires bonds have 
been especially active, generally at im- 
proving quotations. The most recent 
conversion ofhiice report shows: 


m$n 
561,006,035 
215,066,443 
150,705,680 
1,219,796,417 


Gold reserve 
Commercial rediscounts 
Patriotic bonds 
Currency in circulation 


Present exchange value of paper peso about 
$0.24 (par $0.424). 


JUGOSLAVIA 


From the Bulletin of the National 
Bank of the Kingdom of Jugoslavia it is 
learned that in the economic situation in 
Jugoslavia a series of favorable signs have 
marked the general tendency of trade to 
revive, so that the results of the first 
quarter of the present year are superior 


April, 1934 
m$n 
9,000,000 
2,468,000,000 


May, 1933 
m$n 


19,304,000 
2,183,148,000 


to those of the corresponding quarter of 
1933. 

The volume of foreign trade has in- 
creased 26.1 per cent. as compared with 
the same period of last year. 

Industrial activity shows the same im- 
provement, production in the various 
important branches having increased 
from from 5 to 20 per cent. There has 
been more traffic, the railways having 
registered a rise of 6.3 per cent. 
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The revenue returns have not only 
kept up well, but even show a certain 
improvement as compared with last year. 
The financial year 1933-34 ended with 
a surplus of income over expenditure 
amounting to 462 million dinars. The 
excellent situation of the public finances 
is clearly shown by the rise of about 30 
per cent. in government securities. 

Field work was completed in time and 
the crops passed the winter under gen- 
erally favorable conditions. Neverthe- 
less the abnormal drought at the end of 
the quarter has had an unfavorable ef- 
fect on the growth of the crops and 
gives rise to some anxiety as to the 
harvest. 

The metal reserve of the National 
Bank fell from 1,906 millions at the end 
of 1933 to 1,840 millions at the end of 
March this year (a decrease of 66 mil- 
lions). Foreign bills not included in 
the cover, which amounted to about 55 


millions on March 31 (only 10 millions 
in March, 1933), show scarcely any 
change as compared with the situation 
in December, although they fluctuated 
in the course of the quarter. 

Investments have been considerably 
reduced (by 226 millions); from 2,102 
millions in December they dropped to 
1,876 millions in March (as against 
2,349 millions in March, 1933). Bills 
discounted are 170 millions less, and 
advances on security 56 millions less, so 
that the former stood at 1,639 millions 
and the latter at 237 millions at the 
end of March. 

The circulation of notes, which marked 
a decline of 95 millions at the end of 
March, has fallen to 4,232 millions, as 
against 4,564 millions in the same month 
of last year. The minimum was reached 
on January 22, with 4,146 millions. The 
entire circulation (including notes, and 
silver and nickel coin) amounted to 
5,194 millions on March 31 last. 

Deposits have fallen from 1,031 to 
944 millions (a decrease of 87 millions). 
Bankers’ deposits, which amounted to 
325 millions at the end of March, show 
a reduction of 149 millions, but other 
accounts, which amounted to 609 mil- 
lions, have on the other hand increased 
60 millions. 

Term deposits, which have been re- 
duced to 80 millions, amounted to 1,026 
millions at the end of the quarter. 


JAPAN 


Concluding a comprehensive review 
of Japanese public finance, The Oriental 
Economist in its June issue says: 

“There remains the question whether 
the Japanese government finance may 
be subjected to a critical strain because 
of the mounting debt burden. Though 
it is true that this burden has begun to 
assume radical importance ever since 
1932, its aggregate is still below 8,000, 
000,000 yen, which should cause no seri- 
ous worry in view of the comparatively 
small size. The real weight of debt 
burden on any nation, moreover, is de- 
terminable in relation to the income of 
the population. Even if public indebted- 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


ness showed a shrinkage, its charge upon 
the nation would be relatively greater 
if the income of the population declined 
to a still larger extent. In the case of 


Japan, therefore, a mounting debt bur- 


INTERNATIONAL 


Banco NACIONAL DE Mexico. Jorn B. 
Glenn, New York agent of this institution, 
speaking at a recent luncheon in commemo- 
ration of the bank’s fiftieth anniversary, gave 
the following account of the progress of the 
institution : 


“The National Bank of Mexico was 
founded in June, 1884, in Mexico City, un- 
der a special concession from the Mexican 
government and was for some time the only 
bank of issue in the Republic. 

“As business conditions in the country de- 
veloped, the operations of the bank were in- 
creased to a great extent and branches were 
established in the leading cities throughout 
Mexico. 

“From 1912 until 1922 our bank, like the 
other banking institutions in Mexico, suf- 
fered a great many hardships due to revo- 
lutionary conditions. Through the most capable 
and intelligent direction of our president, 
Mr. Agustin Legorreta, we were not only 
able to pass through this trying period but 
to increase the activities of the bank to such 


Inquiries and correspondence invited. 


den need be no cause for concern, in 
view of expanding revenues. This be- 
ing our stand, we cannot be otherwise 
than optimistic about the future of 
Japan’s finances.” 


BANKING NOTES 


an extent that now, on our fiftieth anni- 
versary, we are not only the oldest but the 
largest commercial banking institution in the 
country. In addition to our main office and 
three branches in Mexico City, we now have 
branches in thirty-seven of the leading cities 
throughout the Republic, correspondents in 
every town of any size and our own agencies 
in New York and Paris. 

“Due to the growth of our institution and 
the large volume of business done through 
us by the leading banks and commercial firms 
in the United States, the New York agency 
was established in the desire to be of every 
possible service to our American clients hav- 
ing business with Mexico.” 


WESTMINSTER BANK LiMiTED. The directors 
of Westminster Bank Limited have declared 
an interim dividend of 9 per cent. for the 
half-year ended June 30 on the £4 shares, 
and the maximum dividend of 6} per cent. 
on the £1 shares for the same period. The 
dividends (less income tax) were payable on 
August 1. 
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Across THE International Boundary 


The Bank of Montreal has special wire facili- 


ties which keep in constant touch its office in 


New York and its more important Branches in 


Canada. 


American customers are thus assured of 
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prompt handling in their Canadian transactions. IN 


BANK OF MONTREAL 


Established 1817 


CANADA 


TOTAL ASSETS IN EXCESS OF $700,000,000 


NEW YORK: 64 Wall St. 


CHICAGO: 27 South La Salle St. 


SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


mary of the Bank of Montreal 

(July 23) the upward trend of 
business continues in evidence, with cus- 
tomary midsummer slackness in some 
lines of industrial and mercantile move- 
ment. 

Favorable symptoms in recent weeks 
have been the upswing in employment, 
increased retail sales, the buoyancy of 
foreign trade and public revenues, and 
improved wheat and grain prices. Crop 
prospects engage primary attention at 
this time by reason of their material 
bearing upon the general condition of 
trade, and while an abundant harvest 
will not be reaped, a fair crop of farm 
and field stuffs seems assured. The 
southern sections of the Prairie Prov- 
inces have suffered again from shortage 
of moisture, but in central and north- 
ern parts fair to good grain yields are 
expected and prospects promise a 
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heavier harvest than last year. Wheat 
production in Canada in 1933 was 
269,729,000 bushels, and in 1932 was 
443,061,000 bushels, and the average 
price per bushel 67 cents and 54 cents 
respectively. During the present year 
the price has ruled substantially higher 
and the prevailing price at Winnipeg 
is above that of the same date last 
year. Should this price be maintained, 
the grain growers of the Canadian West 
should receive substantially larger mone- 
tary return than in the last three years, 
even though quantity production is 
moderate. 

Wholesale prices have again turned 
upward, after a halt in May. The 
Bureau of Statistics index (1926-100) 
was 72.1 for June, compared with 71.1 
for May, and 67.6 for June, 1933. 
Grains provided the chief stimulus, but 
fibers, lumber, non-metallic minerals and 
chemicals contributed, offsetting some 
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losses in livestock and the non-ferrous 
metals. Canadian farm products as a 
whole moved up from 56.9 to 59.3, and 
raw and partly manufactured’ materials 
as a whole from 62.2 to 64.5. 

Production records have been well 
maintained, but with a slackening in 
some lines that brings the general level 
slightly under that of the preceding 
month. Newsprint (with an output 
of 229,600 tons), automobiles (13,905 
units) and central electric stations (1,- 
707,745 k.w. hours) are examples of 
exceptionally high figures being followed 
by lower ones (though still very high) ; 
and metal shipments in general fell off, 
though copper, gold and zinc showed 
mounting outputs. The June produc- 
tion of pig iron was down from 38,189 
tons in May to 37,306 tons, and steel 
ingots and castings from 71,437 tons to 
64,013 tons. 

The June figure for construction re- 
mained very low, namely, $12,000,000, 
which is but 36 per cent. of the June, 
1926, figure. 

The official employment statement for 
June reflected, in fact, the largest ex- 
pansion in industrial activity that has 
taken place in any single month since 
June, 1930. The gain in employment 
(approximately 5 per cent.) was con- 
siderably larger than in June, 1933, and 
was more than twice as great as in June, 
1932, or 1931. 

Retail sales in May showed the largest 
increase since the record of the Dominion 
Bureau of Statistics was established six 
years ago, and were the largest for that 
month since 1931. 

Recovery in Canada’s external com- 
merce, which began two years ago, is 
still proceeding, the total value in June 
having been $104,828,000, compared 
with $80,091,000 in the same month last 
year, a gain of 30 per cent. 

The legislation enacted at the recent 
session of parliament was far-reaching. 
To the banking system was added a cen- 
tral bank called the Bank of Canada. 
Other important measures enacted were 
the Marketing Act, by which a measure 
of control is sought to be secured over 
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the marketing of agricultural products 
through the agency of local boards, and 
an act for the adjustment of farm mort- 
gages looking to reduction in the rate of 


interest. Parliament also authorized an 
expenditure of $40,000,000 upon public 
works, mainly public buildings, for the 
purpose of stimulating the wide ramifica- 
tions of the building trades and giving 
relief to unemployment. The cost of 
these works is to be defrayed by an issue 
of Dominion notes. 

Dominion government revenues con- 
tinue to reflect the general upturn in 
trade, those derived from taxation having 
increased in June $4,615,562 over last 
year, and in the elapsed first quarter of 
the fiscal year a gain of $17,421,758 is 
shown. 

The May bank statement showed in- 
creases in demand deposits and call loans, 
but notice deposits, current loans and 
investment holdings were easier, with 
notes in the hands of the public station- 
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ary. Bank debits for June amounted to 
$2,602,000,000, as compared with $2,- 
982,000,000 for June, 1933. 

CANADIAN BANK OF COMMERCE LETTER 

The Monthly Letter of the Canadian 
Bank of Commerce says in part: 

An improvement in the crop outlook 
and sustained activity in construction, 
steel production, forestry and coal and 
gold mining have offset the seasonal re- 
cession in other Canadian industries. 


Empire trade during May more than 
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made up for losses in exports to Con- 
tinental Europe; for the first five months 
of 1934 the favorable merchandise trade 
balance was greater than a year ago. 

Well distributed rainfall in the Prairie 
Provinces has brought the general con- 
ditions of the western wheat crop to 
about 85 per cent. of normal: Alberta, 
Manitoba and Saskatchewan ranking in 
the order given. Similar improvement 
has occurred in the crop districts of East- 
ern Canada. Pastures and ranges in 
both east and west are in a much better 
condition than last month. 


An Open Letter to Leo T. Crowley 


“Ter J. M. Nichols, president of 


the First National Bank of Engle- 

wood, IIl., doesn’t like deposit in- 
surance and is not in sympathy with the 
New Deal has been made evident be- 
fore in no uncertain terms. The latest 
manifestation of this dislike is revealed 
in the following letter to Leo T. Crow- 
ley, chairman, Federal Deposit Insur- 
ance Corporation, which was made 
public last month: 


July 18, 1934. 
Mr. Leo T. Crowley, Chairman, 


Federal Deposit Insurance Corporation, 
Washington, D. C. 
My dear Mr. Crowley: 

This morning’s Chicago Tribune carried a 
news item to the effect that, within the next 
few days, the Federal Deposit Insurance Cor- 
poration intends to start a suit against the 
First National Bank of Englewood in an ef- 
fort to force it into the deposit guarantee 
fund. If you politicians down there at Wash- 
ington thought you were morally right, why 
has it taken you thirteen months to step on 
a little one-horse bank out here on a 50-foot 
lot? The fact of the matter is, you have 
passed a law that is unsound and impractical 
and have not cared to risk public opinion 
through a test case. If you are determined 
to crucify sound banks such as ours, go to 
it! Maybe it is high time the people are 
finding out just exactly what it is you are 
driving at. 

Tearing into sound banking institutions 
and supporting the weak ones can have but 
one ending. How would you like to have 
me hang a sign in our lobby, telling some 
12,000 depositors that the boys up the Poto- 
mac are tossing their deposits up for grabs, 
and it is my suggestion that they “come and 


get it’ at once. If we can’t operate a bank 
as it should be, then no one can, and the 
people had better take their money home 
and bury it. Within three hours’ time I could 
sell our securities and transport to our own 
vaults far more than enough cash to pay 
every depositor in full. Where is there a 
bank that can do any better? 

Joining the temporary insurance fund is 
but to place a noose around one’s neck, as 
it will undoubtedly lead to the permanent 
plan, under which every dollar of our de- 
positors’ money would be in jeopardy. Our 
stockholders and depositors are not interested 
in bailing out your political favorites. I refer 
to those banks that should not have been 
opened a year ago last March. These are the 
fellows the public has rightfully come to de: 
spise, and the ones that I am refusing to 
support. 

Have you ever heard of a sound bank ask- 
ing for help? If only the United States Gov- 
ernment can continue to meet its own obliga- 
tions, dollar for dollar, you need not worry 
about insuring sound banks, for they will 
take care of themselves. Judging from the 
hundreds of complimentary letters I have 
been receiving from coast to coast, I am not 
alone in this opinion. Doesn't it mean any- 
thing to you that practically every sound 
bank in the country is bitterly opposed to 
the FDIC? Doesn't it mean anything that 
167 mutual savings banks have withdrawn 
from the insurance fund? If your securities 
are worth the paper they are written on, why 
do you suppose the Federal Reserve Banks 
charged off their $139,000,000 assessment for 
which they were taken into camp? Of course, 
the weak banks are taking to it like ducks 
to water—why shouldn't they? Anything to 
prolong their existence! The FDIC may be 
a law, but, unlike the Eighteenth Amend- 
ment clamped down on this country under 
Woodrow Wilson, it couldn't even be termed 

















a “noble experiment.” Not all laws turn 
out for the best. Look at your McFadden 
Bill and see what it has done to the national 
banks—loading them to the guards with real 
estate mortgages. 

I deem it a sincere banker’s duty to op- 
pose that which he believes to be a detriment 
to the safety of his depositors. You may 
overpower me, but you will never whip me. 
I will be in the banking business long after 
you fellows have gone home, and you will 
go with ,the recollection that there was one 


Why Loans 


OUR reasons why banks have to 
Pes down loans are outlined by the 

the Bridgeport City Trust Company 
of Bridgeport, Conn., in the “monthly 
report” which it issues to its depositors 
in which it discusses various matters of 
banking policy. This report, by the way, 
might well be studied by other banks 
that are interested in improving their 
“public relations.” Here are the reasons: 


“1. Because the applicant wants 
what amounts to a capital loan. Only 
occasionally do we have a loan applica- 
tion from someone who wants capital 
to start a brand new business venture. 
But we constantly have requests for 
loans to help revive old business—loans 
which, if made, would amount to cap- 
ital loans because the principal security 
back of them would be hope. 

“Examination of such an applicant’s 
financial situation usually shows that he 
has insufficient assets to warrant a true 
commercial loan; any funds advanced 
would, in effect, make the bank a part- 
ner in the business. For a bank to make 
such loans would be to gamble with its 
depositors’ money on the success or fail- 
ure of the enterprise. 

“Experience has abundantly proved 
that a commercial bank cannot safely 
make such loans; nor is that its func- 
tion. They belong in the field of invest- 
ment banking. The customer who asks 
a commercial bank to provide a nest-egg 
of capital with which to launch himself 
in a new enterprise or to try to restore 
an old one should not blame his bank if 
he is refused. He should seek capital 
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banker that did not have a yellow streak all 
the way from his heels to the top of his 
head. If you haven't had enough adverse 
publicity out of the air-mail contracts, I know 
of no better way for you to get more than 
to step on such banks as ours. Don’t forget 
that public sentiment is stronger than any 
group of politicians, and you can’t play with 
it forever. 


Sincerely, 
J. M. NICHOLS, 
President. 






Are Refused 


from those who are in the business of 
supplying new capital—or should ac- 
cumulate it himself by saving. 

“2. Because the applicant’s financial 
statement fails, in the opinion of the 
bank’s loan committee, to indicate that 
he has a reasonable chance to repay a 
loan, no matter how much he may want 
or expect to. Such an applicant’s quick 
assets, his stock of salable goods, his 
operating costs, his record of sales and 
profits, his cash position, etc., must be 
measured up against his liabilities and 
the unfavorable factors he faces in his 
business. The loan committee does this, 
and usually if it has the least doubt, 
further information is asked in order to 
make sure that the applicant receives the 
fullest possible consideration. 

“That the decision comes down in the 
end to a matter of opinion cannot be 
helped. That is the only way there is 
to reach a decision. The loan commit- 
tee which refuses is not always right, 
of course; every bank will admit that. 
Its members can only do what their best 
judgment tells them to do. They can 
only use their knowledge, experience 
and common sense. 

“The relationship between loan ofh- 
cers and customers thus becomes a very 
personal one. It therefore takes some- 
thing out of a loan officer to have to 
tell someone he knows, trusts and per- 
haps admires and wishes to help that the 
loan committee has refused his appplica- 
tion, just as being refused discourages a 
customer who thinks he is worthy of 
credit. 

“3. Because the applicant is unwill- 


EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


ing to furnish sufficient and proper in- 
formation on the basis of which the bank 
can intelligently judge whether or not a 
loan is a good risk. Many people do 
not yet realize that taking one’s bank 
into one’s full confidence when seeking 
to borrow is just as essential as telling 
one’s attorney everything when seeking 
satisfactory legal service. It is perfectly 
natural for anyone not accustomed to 
borrowing at a bank to think it is ‘none 
of the bank’s business what the money 
is wanted for’ or what the applicant's 
true financial condition is. But experi- 
ence has proved that a bank cannot 
safely lend money without full informa- 
tion as a guide. No well managed bank 
can therefore be justly blamed for re- 
fusing to risk its depositors’ funds in a 
blind loan. 

“4. Because the applicant is not 
known at the bank, or has had no com- 


New York City 


mercial account at the bank, and has 
not given the bank an opportunity by 
past performance to form an opinion of 
his credit worth. This reason goes to 
the very heart of the basis of a com- 
mercial banking relationship, which is 
one of mutual advantage and profit. 
Banks want depositors who will keep 
compensating balances which, when not 
required by the depositor, can be loaned 
or invested by the bank to produce in- 
come. With such depositors, banks are 
glad to reciprocate by giving serious and 
preferential consideration to requests for 
credit accommodation. This is because 
in the course of time the bank has not 
only come to know something of the ap- 
plicant’s financial worth, his methods of 
doing business and his character and 
personality, but also because his com- 
mercial deposit account has been profit- 
able to the bank.” 


FUTILITY OF GENERAL STRIKES 


Insurrection against the common interest of the community is 
not a proper weapon and will not for one moment be tolerated by 
the American people, whether they live in California, Oregon or 


the sunny South. 


It would be safer for a connton-tail rabbit to 


slap a wildcat in the face than for this half of one per cent. of 
our population to try to strangle the rest of us into submission by 
any such means as this——-General Hugh S. Johnson. 
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ADVERTISING AND PUBLICITY 





A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 


‘ET us examine some of 
3 the advertising assets 
of a bank to see 
wherein individuality may 
play its part in matters en- 
tirly aside from safety, 
which, to a large extent, is 
now being taken for granted 
by those who do business 
with banks. 

Age and Experience. 
Comparatively few banks 
have great age to boast 
about, and, unfortunately, a 
gray head is not always a 
crown of glory. However, 
age in a bank connotes 
strength and experience. Of 
course, it has been said with 
some truth probably, that 
experience going beyond that 
of the business lifetime of 
the present officers doesn’t 
count for much. Still, tradi- 
tions mean a good deal, and 
they help build a reputation 
that inspires confidence. 

Experience, _ particularly 
specialized experience in spe- 
cific lines of business, such 
as farming, cotton, lumber- 
ing, manufacturing,  ship- 
ping, etc., is a good adver- 
tising point for the bank 
that has it. 

Size. This is an asset of 
strength and service ability 
in many cases. However, it 
is something that many 
banks, especially the biggest 
Ones, seem to hesitate about 
featuring in their advertis- 


ADVERTISING ASSETS OF A BANK 


BUSINESS EFFORT BY AMERICAN BANKS 
Edited by T. D. MacGrecor of MacGregor & Woodrow, New York 


ing. Comparisons in this 
matter are odious. 
Location. Superior loca- 
tion is a talking point of 
bank individuality. Tied up 
with it are convenience for 
customers, the bank’s knowl- 
edge of local conditions, 
and, in the case of branch 
offices, neighborhood service. 
Building and Equipment. 
A fine building, pleasant and 


commodious banking quar- 
ters, up-to-date equipment 
and machinery—these are all 
worth-while advertising as- 
sets for the bank that pos- 
sesses them. 

Personnel. The character, 
knowledge, experience, abil- 
ity and courtesy of directors, 
officers and staff enter into 
the composite picture of a 
bank’s _ personality, and 
should be advertised with 
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Meeting Place of 
Coal and Iron 


From November to May, iron and steel output 


increased nationally from 26 per cent of capacity 


to 60 per cent. 


During the same period, production in the Cleve- 


land district increased to 80 per cent of capacity. 


As the nation regains its courage and its powers, 


Cleveland helps set the pace in a fundamental 


factor of recovery and maintains its historic 


position in steel. 
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skill, and that means with 
restraint in many cases. 

In addition to these things, 
which are merely sugges- 
tions, there is the whole 
gamut of bank services to 
be dwelt upon, including 
such items as: promptness, 
accuracy, trade, credit, 
travel, and investment in- 
formation, use of foreign 
languages, correspondent 
banks, collections, loans and 
discounts, women’s accounts, 
fiduciary functions, Christ- 
mas and vacation clubs, and 
a hundred and one other 
features of banking and 
trust service, and safe de- 
posit, many of which your 
particular institution may 
have to a superlative degree, 
or handle with special facil- 
ity, and therefore be in a 
position to advertise in such 
a way as to strengthen your 
individuality through them. 


Lnside Audits 


are Added Safeguards 


A modein system of audit and 
examination is a behind-the scenes 
activity. But it js a vital safeguard 
for deposicors, as well as for those 
who manage a bank. 


outside authority —no matter how 


Half-hearted or incapable 
are, in our judgment, wor 
useless. They creaté o 
security where security may not 


peer Wachovia essential to sound man- 


necessary and fulfill a useful 


ards require audit 
detail and under me 


tions than can be obtained from any 


conscientious. 


We consider the continuous, in- 
side audits maintained by the 
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Even if a bank’s person- 
ality is not very marked, it 
is possible to put such in- 
dividuality into the advertis- 
ing—in text, typography, il- 
lustration, and the whole 
spirit of it—that a personal- 
ity can be built up for the 
institution that will have an 
intangible but very real 
value, like the trademark of 
an industrial concern. 

Then there is the matter 
of educating the public as 
to the new situation in bank- 
ing. That is a whole ad- 


vertising campaign in itself, 
and the bank in every com- 
munity that does it best will 
reap an extra measure of 
popular confidence and good 
will for itself, to say noth 
ing of any increase in busi- 
ness which is likely to re 
sult for the advertising 
bank. 

All of which leads me to 
assert that there is greater 
need and greater oppor 
tunity for good bank adver- 
tising today than ever be- 
fore. 


NEW ANGLE ON BANK ADVERTISING 


HAT is there for 
a bank to advertise 
today?” is a ques- 
tion frequently asked in this 
time of new conditions in 
American banking and busi- 
ness. The query arises be- 
cause, with most deposits ab- 


solutely insured and_ the 
prospective new banking 
code governing _ service 
charges, many persons seem 
to believe that, from now 
on, all banks are going to 
be equally safe, and that 


their service will become so 
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agement. The expense, we think, is 
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and ,State representatives are 
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fully justified by the added protec: 
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the banker—and these quali- 
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scen this principle operate. We 


Legislation never has assured, 
and never will assure, sound 
banks. Laws are essential and 
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uniform and standardized 
that little advertising will be 
necessary. 

In the opinion of experts 
who have given the subject 
much study, that is an en- 
tirely erroneous impression. 
Competition in the banking 
field has not been abolished. 
There will still be differ- 
entiation among banks and 
an opportunity for banking 
institutions to stress their 
individuality and advertise 


—— 
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their special qualifications to 
serve the public. Banks and 


trust companies will not 
cease working to increase 
their business and _ profits. 


Bankers will continue to 
take pride in making their 
institutions grow and are 
not likely to forego or over- 
look that jwhich experience 
in many cases has proved to 
be the most effective means 
to that end—namely the 
right kind of advertising. 


VALUABLE SERVICES OF THE MODERN 
ADVERTISING AGENCY 


VERY advertiser, or 
Forrespec advertiser, 

needs to know some- 
thing of the theory and 
practice of the modern ad- 
vertising agency, which be- 
cause of its thorough re- 
searches in marketing prob- 
lems, its close contact with 
one business after another, 
its expert organization, its 
skill in the preparation of 
advertising matter, and its 
everlasting ingenuity, is one 
of the most important 
factors in American business 
today. 

To a large extent, the in- 
come of the advertising 
agency is derived from the 
commission or differential 
of approximately 15 per 
cent. granted to it by the 
publishers on the space in 
Newspapers and magazines 
which it buys for its clients. 
This fact frequently raises 
the question as to whether 
the advertising agent pri 
marily represents the adver- 
tiser or the publisher. 





The generally accepted 
theory is that the publisher 
pays the agent a commission 
for services rendered as a 
developer or creator of a 
volume of advertising and 
for attending to the vast 
amount of detail work in 
connection with it. 

The manager of the 
American Newspaper Pub- 
lishers jAssociation recently 
testified that the advertising 
agency commission system is 
the cheapest and best method 
of selling advertising that 
any publication could de- 
vise, and that without this 
system the expense of de- 
veloping new advertisers 
would be thrown on the 
newspapers, and that would 
mean increased space rates 
for advertisers. 


The advertiser profits 


from agency service because 
the agent has skill in buying 
for him printing, engraving 
and artists’ work and in car- 
ing for the many mechanical 
advertising 


details of an 





campaign, including the 
checking of insertions and 
the payment of bills. He 
suggests sales policies and 
possibilities, designs for new 
products, etc., and in many 
ways is the equivalent of a 
new business department for 
his clients. The agent is 
often able to save money 
for the advertiser because of 
his ability to make advan- 
tageous space and position 
contracts. 

In many cases where ex- 
tensive surveys or market 
research work are required, 
the agency receives a_ re- 
tainer or fee, in addition to 
the commission. There are 
other special conditions 
where the publications pay 
the agent no commission at 
all and in that case the ad- 
vertiser pays the agent a 
fee. For example, there are 
agencies specializing in finan- 
cial advertising. One of 
these agencies located in 
New York may handle the 


advertising account of a 
trust company in Utica, 
Syracuse or Buffalo. It 


could not get any commis- 
sion from the local news- 
papers on local _ business. 
Therefore if the out-of-town 
institution wants the spe- 
cialized service of the agency 
it must get it on a fee basis. 

The American Newspaper 
Publishers Association and 
other associations of pub- 
lishers grant to advertising 
agents the “recognition” 
without which it is hard for 
them to do business since 
in most instances it is only 
the recognized agent who is 









entitled to receive commis- 
sions. 

Research in advance of 
planning or preparation of 
copy is one of the most im- 
portant features of agency 
work because it helps elimi- 
nate waste in the field of 
distribution. The “Four 
A’s” (the American Asso- 
ciation of Advertising Agen- 
cies) has listed the points 


upon which a_ prospective 
advertiser should have in- 
formation, as follows: 


Whether there is a market 
for a given product. 

How large the market is 
for that product. 

Where that market is. 

How great a task it is to 
reach that market. 

How a given market may 


Commemorating Our GOth ANNIVERSARY 








The First Benking Querters of the Yonkers Sevings Bonk In the Getty House 


From the humblest of beginnings to 


place among America’s largest 
Mutual Savings Banks 


The Yonkers Savings Bank sta 


1854—eighty. years 


YONKERS 
SAVINGS BANK 


AT NO. 16 SOUTH BROADWAY IN OLD GETTY SQUARE. © 


An octogenarian bank 
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be reached with sales mes 
sages. 
What kind of sales mes 


sage will be most effective, 


The modern advertising 
agency is well equipped to 
make such researches and is 
frequently called upon to do 
so. It is a necessary pre- 
liminary to most successful 
advertising campaigns. 

First a word or two as to 
the organization of a typical 
agency. The president is 
the founder of the business 
and the largest accounts on 
the books are there because 
of his brains and _ person 
ality. He has that prime 
requisite of a good execu 
tive, the ability to choose 
and command the services 
of efficient assistants and 
fellow-workers. There are 
several vice-presidents. One 
is the financial man who has 
general charge of credits, 
accounting, the bank ac 
counts, and the rate and 
billing departments. He 
deals with the publications 
and is thoroughly familiar 
with publishers’ methods and 
requirements. His knowl 
edge of rates and the rules 
regarding position, illustra’ 
tions, etc., frequently saves 
money for clients. 

Another vice-president is 
sales manager and supervises 
the efforts of a half dozen 
or more solicitors all of 
whom are men trained along 
the lines in which this 
agency specializes. 

Still another  vice-presi- 
dent is an artist and acts as 
art director of the agency. 
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He makes many of the more 
important drawings himself. 
In fact, all of the officers of 
the agency are actively en- 
gaged in rendering service 
to clients. Another officer 
is in charge of the copy de- 
partment and still another 
has general supervision of 
the production end of the 
business, seeing that the 
plates, booklets, etc, are 
properly manufactured and 
delivered on time. 

Without going into de- 
tails as to how the agent 
has located the prospective 
advertiser, or how he _ has 
made an advertiser out of 
the prospect, let us start 
with the survey preceding 
the planning and prepara- 
tion of the advertising cam- 
paign. An experienced in- 
vestigator is sent to study 
the marketing problems of 
the concern or the service 
it has to offer the public, 
and to appraise its advertis- 
ing assets. As much time 
as is necessary is taken to 
make this investigation. It 
may take only a few days 
or it may last weeks or 
months. The account is 
given in charge of an “‘ac- 
count executive” who is 
thereafter directly respon- 
sible for seeing that it is 
properly handled in all de- 
tails. 

After the results of the 
Survey are dictated and as- 
sembled in a complete file of 
“copy material,” the infor- 
mation is studied by the ofh- 
ters of the agency and the 
copy writer assigned to the 
account. A conference is 


DRY DOCK SAVINGS || 


INSTITUTION 


341 BOWERY, at 3rd STREET 
606 MADISON AVE., at 58th ST 


Founded 1848 
OVER 150,000 DEPOSITORS! 


“I mail them 
my deposits.” 


Short and snappy 


held and the plan of cam- 
paign outlined. Then a 
series of advertisements is 
written and submitted to the 
client for approval. 

When the advertisements 
are approved or amended, 
the illustrations, if any, are 
obtained, the type layouts 
made, and the advertise- 
ments set. After final proofs 
are approved by the client 
the agency supervises the 
making of the plates, the 
delivery of the plated ad- 
vertisements or “mats” to 
the newspapers and sends 
orders for insertion. 

This process is repeated 
time and time again for each 
separate advertisement, and 
there is an infinite amount 
of detail which has to be 
taken care of in each case. 


Every piece of copy passes 
through the hands of a 
number of different persons 
in the agency, including the 
copy writer, the account 
executive, officer, produc- 
tion manager, proof-reader 
and order department. 

The checking of the in- 
sertions is an important part 
of the agency's work. Bills 
for space are not O.K’d 
until actual insertion of the 
advertisement is proved. 

The agency must be finan- 
cially responsible because 
the publishers look to it for 
the prompt payment of the 
monthly bills and the 
agency, if it expects to stay 
in business, must keep its 
credit standing above re- 
proach. 


The question may _ be 
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asked why a company which 
has an advertising depart- 
ment of its own needs the 
services of an advertising 
agency. The answer is that, 
in.as much as the agent’s 
commission is paid by the 
publisher and not by the 
advertiser, there is no reason 
why the latter should not 
enjoy the benefit of agency 
service. If a good agency 
is chosen, there is every- 
thing to gain and nothing 
to lose. By thus escaping 
some of the multifarious de- 
tails of an advertising cam- 


_than ever before. 
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paign the advertising man- 
ager or ofhfcer of the con- 
cern in charge of the adver- 
tising has more time to de- 
vote to the larger problems 
of new business develop- 
ment. 

Today advertising is more 
nearly on a scientific basis 
Market 
investigation takes the place 
of guesswork and it is the 
special function of the mod- 
ern advertising agency to in- 
vestigate before asking the 
advertiser to invest in ad- 
vertising. 


FOLLOWING UP CUSTOMERS AND 
PROSPECTS BY MAIL 


HIS is the age of the 
“go-getter” in business. 


Comparatively few 
banks and trust companies 
nowadays are content to 
take just what business 
comes to them. They go 
out after it, not only by 
regular salesmanship and 
advertising methods, but also 
by intensive cultivation of 
mailing lists and by means 
of follow-up material sent 
through the mails or dis- 
seminated by house-to-house 
distribution. 

The first essential of any 
mail follow-up campaign is 
a good list of customers and 
‘prospects. One of the best 
sources of new business is 
your list of present custom 
ers. Pleased and satisfied 
customers in one department 
are easily persuaded to deal 
with another department, 
and they are prone to recom- 


mend you to their friends, 
associates and employes. 

A card file in which are 
recorded the names and ad- 
dresses of all customers and 
another one for prospective 
customers should be re- 
garded as a necessity in 
your business—the very 
backbone of your “follow- 
up” plan. A card 3 x 5 
inches is about the right 
size. In the case of the 
customer’s card, there should 
be spaces for the various 
departments, which can be 
checked to indicate which 
departments the customer is 
already using and to show 
in behalf of which other 
ones he should be solicited. 

In regard to prospects, it 
is well to bear in mind that 
lists of names quickly get 
out of date if they are not 
frequently checked up— 
marriages, removals, deaths, 


are constantly making 
changes in lists necessary, 
The envelopes returned by 
the post-ofhce are a clue to 
these. Watching the news 
papers for items affecting 
your mailing ist is also im- 
portant, not only for in 
formation to use in revising 
your list but also as a source 
of new names of prospects, 
For example, in this way 
you learn of persons who 
have sold real estate or made 
money in some other trans 
action, or who have been 
left property by will. Such 
persons have money to be 
taken care of or invested 
and therefore are good pros- 
pects for banking and trust 
service. 

Other sources to be used 
in building up your list of 
prospective customers are: 
The telephone directory, 
names of automobile own: 
ers, those who own real 
estate, taxpayers, the social 
blue book, lists . of club 
members, voters, newcomers 
to town (to be obtained if 
possible from the gas and 
electric company, the tele 
phone company, the water 
bureau, milk distributors, 
real estate agents, etc.). 

The names and addresses 
of farmers may be obtained 
from telephone books, 
county farm agents, farm: 
ers’ organizations, and from 
lists of taxpayers, or you 
can have mail delivered to 
R.F.D. patrons by having 
the envelopes addressed to 
“Box-holder, Route No. So- 
and-So.” 


But more important than 
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any of these are the names 
of inquirers as the result of 
advertising. The person who 
has taken the trouble to 
write in answer to your ad- 
vertisement, or to ask for 
a booklet, is a more likely 
prospect than most names on 
a list made up of names 
from a directory, for in- 
stance. He has shown an 
initial interest in your propo- 
sition, whereas the others 
are cold to it, and from the 
very fact that their names 
and addresses are so readily 
accessible, they doubtless are 
surfeited with advertising 
matter sent them through 
the mails, and therefore are 
less likely to pay attention 
to your message. 

As a rule the harder it 
is to get names, the more 
valuable the names are as 
those of prospective custom- 
ers. 

Much money is wasted by 
banks because of failure to 
follow up customers and 
prospects or by the use of 
improper methods. Upon the 
advertising manager or new 
business man devolves the 
responsibility of keeping the 
mailing list up-to-the-minute 
and of seeing that the form 
letters. and other pieces of 
follow-up literature go out 
on scheduled time. One 
means of checking up a 
mailing list is to have some 
dependable person on your 
staff scan the daily death 
notices in the newspapers so 
that the names of deceased 
persons can be removed from 
your list. If the post-office 
Teturns any of your adver- 
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DETAILS 


NSTATES involve details— seemingly 
Sivan cscacaien These 
demand a system of routine which is 


practically error-proof. 


It is hardly logical for an individual of 
outstanding ability and experience in 
the major duties of an executor and 
trustee to “‘follow through" on every 
single detail in an estate of substantial 
size. Even if it were possible, it would 


be a wasteful method. 


EQUITABLE 
TRUST COMPANY 


Ninth and Market: Third and Union 


Here at Equitable we look upon the 
ability to organize details as an impor- 
tant gift in itself. By making men and 
women with this ability responsible for 
technical routine, we assure its capable 
handling, and leave our Trust Officers 
free to devote their time to investment 
matters, personal contact with benefi 


ciaries, and administrative duties. 


.-+A point worthy of some weight in 


your choice of an executor! 








Surrounded by details 


tising matter as undeliver- 
able, some one should take 
pains to find out if the ad- 
dressee is still living and 
whether or not the name 
should be left on the list. 
It is imperative that your 
return address be printed on 
the corner of your envelope 
so that you can make cor- 
rections or eliminations on 
your mailing list. Unsealed 
printed matter sent to a 
local address but not deliver- 
able there will be returned 
to you, but to get back un- 
deliverable third-class ma- 
terial sent to out-of-town 
addresses there should he 
printed underneath your re- 
turn imprint the words “Re- 
turn Postage Guaranteed.” 
The time element is a 


factor in follow-up or di- 
rect. mail advertising, es- 
pecially as it has to do with 
the day upon which the 
prospect or customer is to 
receive the letter, booklet, 
These should arrive at 
the time most favorable for 
a careful perusal on the part 
of the recipient, when he 
is not too busy with his own 
affairs to pay proper atten- 
tion to your message. Satur- 
day morning, Monday morn- 
ing, or the day before or 
after any holiday is a poor 
time to have your advertis- 
ing matter reach your pros- 
pect’s desk if he is a busi- 
ness man. A little planning 
in this connection, a little 
study of mail schedules, 
may add materially to the 


etc. 
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results of your follow-up 
campaign. There should be 
time enough between suc- 
cessive mailings to permit a 
reply by mail from the cus 
tomer or prospect. 

There is much that can 
be done to make form let- 
ters look like real dictated 
or personal letters, but, 
after all, it is probable that 
most recipients realize that 
it is only a form letter they 
are receiving. That is where 
typographical and _ literary 
skill in its composition will 
save it from the wastebasket 
and logic and psychology in 
its arguments will make it 
effective in spite of the 
patent fact that it is a form 
letter. Some advertisers, 


realizing that they cannot 
fool all the people even part 


of the time, frankly discard 
the personal salutation of 
such letters, thus saving the 
expense of “filling in.” In 
place of it they substitute an 
interesting headline and the 
letter is signed in ink just 
like a personal letter. There 
is a machine that makes 
possible the insertion of a 
special paragraph or the re- 
cipient’s name in the body 
of a form letter. “Person- 
alized” form letters are more 
costly but the extra cost 
probably is a good invest- 
ment. 

One of the first questions 
to be decided in any follow- 
up campaign is how many 
letters or pieces of literature 
should be sent out. In 
other words, how many “ap- 
proaches” should be made 
before the name is finally 
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dropped. Some _ concerns 
are so persistent that not 
even death is sufficient cause 
for taking a name off the 
mailing list. But those who 
use more science and com- 
monsense in their follow-up 
efforts know that there is a 
limit beyond which it is not 
profitable to go. Mail order 
houses, which certainly are 
not in business for their 
health, have reached the 
conclusion that ordinarily a 
long series of follow-up let- 
ters does not pay. 

Some advertisers send 
their house organ to their 
customers and prospects in- 
definitely. This can be done 
with less danger of offense 
than in the case of a too 
persistent letter campaign. 

A fundamental principle 
of direct mail advertising 
work is to try out a letter 
or piece of literature on a 
small but representative list 
before broadcasting it to the 
full list. In order to do 
that it is desirable to “key” 
the letter so as to be able to 
trace results accurately. 

For this purpose, and also 
because of the psychology 
of the dotted line, a coupon 
ought to be enclosed if it is 
not part of the booklet or 
circular itself. A reply post 
card is often enclosed for 
this purpose. 

When a booklet is too 
large to be enclosed with a 
letter and yet it is desirable 


that they arrive simultane 
ously, the advertiser should 
avail himself of the double 
envelope idea which permits 
a smaller envelope contain 
ing the letter and_ bearing 
first-class mail attached to 
the larger envelope carrying 
the booklet and bearing the 
lower rate of postage. That 
insures the arrival of the 
booklet in the prospect's 
hands at the psychological 
moment when it will do the 
most good. 

Letters ready at 2 p.m 
or 4 p.m. if mailed imme 
diately often gain twenty- 
four hours in delivery. The 
postal authorities say, “Mail 
early and often.” Letters 
tied in bundles gain a pref- 
erential service over letters 
mailed loose. 

Send your mailing list to 
the post-office for correction. 
The postal clerks will cross 
out names of persons to 
whom mail cannot be de 
livered or forwarded, add 
the correct street, rural route 
or box number, correct in 
itials, and when two or more 
names appear at any one 
address, the head of the 
family will be indicated, if 
known. A small charge is 
made for this service. Cir 
culars and catalogs unde- 
liverable for lack of specific 
address are destroyed as 
waste in the absence of the 
sender’s return pledge guar’ 
antee. 


HOW BANKS ARE ADVERTISING 


A TRUST. newspaper campaign 
has been started by the North 
Philadelphia (Pa.) Trust Com- 
pany. 


A CONCRETE and resultful ad- 
vertising campaign was recently 
put on by the First National 
Bank of Portland, Oregon. 
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“Renovize Portland” was the 
dogan and its purpose was to 
help the local building industry 
and allied businesses, and em- 
ployment, by encouraging prop- 
erty owners to remodel, repair 
and modernize at this time. A 
renovizing demonstration was 
conducted on a lot at a promi- 
nent corner. A worn-out shack 
built over fifty years ago was 
dragged through the streets and 
set up there. Local architects 
planned the changes, and local 
dealers furnished the materials. 
For eight weeks builders worked 
putting on a new roof, installing 
4 new bathroom, insulation, fire- 
place, hardwood floors, new 
doors and windows, etc. Deco- 
rators and furnishers outfitted 
the house completely. The ofh- 
cial opening was widely heralded 
by newspapers, radio and 
printed matter, sent out with 
merchants’ bills. The first day 
the house was open to the pub- 
lic 6000 persons visited it, and 
during seven weeks there were 
157,654 visitors. Finally the 
house was sold at auction to a 
newlywed who moved it to a 
residential section for his first 
home. The proceeds went to 
the art museum and a charity. 

Building and remodeling per- 
mits in Portland showed a steady 
increase during the period of the 
demonstration and were far 
above the same period in 1933. 
Now with the aid of the new 
Federal Housing Act, this kind 
of advertising ought to be even 
more effective. 


THe Bank of America, San 
Francisco, with 415 branches, 
“invests” $400,000 a year in 
advertising, and it is said that 
the bank’s entire personnel is 
advertising-minded. The adver- 
tising appears in 324 publica 
tions, and other mediums, in- 
cluding billboards, are used. 
Concerning advertising, A. P. 
Giannini says: “This is not the 
time for reducing advertising 
expenditures. Never in the his- 
tory of banking has advertising 
been more sorely needed than 
now. 


THE reproduced advertisement 


of The Cleveland Trust Com- 


back 
“Atlantic 


Pany appeared on _ the 
cover of the July 


Monthly.” Regarding this com- 
pany’s advertising, Harris Creech, 
president, writes us: 


“Because of its strategic lo- 
cation, Cleveland has become 
one of the great industrial cen- 
ters of the nation. Aiding pro- 
duction of most of America’s 
steel, headquarters for Great 
Lakes shipping, providing pro- 
tection with its paints and 
varnishes, right hand of the 
automobile industry, a_ great 
producer of electrical appliances 
and a host of other diversified 
products—it is one of the pivot 
cities of America’s industrial 
empire. This bank believes in 
Cleveland and has decided to 
tell the story of this area's in- 
dustrial vigor to the nation.” 


On the same page with the 
eightieth anniversary advertise- 
ment of the Yonkers Savings 
Bank, Yonkers, N. Y., in the 
“Herald Statesman” of that city, 
appeared a news sketch of the 
bank, illustrated with portraits 
of President Albert L. Skinner 
and Trustee William R. Scrug- 
ham, whose father was one of 
the incorporators of the bank in 
1854. 


THERE'S great attention value 
in the fourfold “Details” head- 
ing of the advertisement of the 
Equitable Trust Company, of 
Wilmington, Del. 


THE 2-column by 35-inch, illus- 
trated “That’s My Bank” series 
of the Dry Dock Savings In- 
stitution, New York, is an ex- 
ample of effective use of mod- 
erate space. It has run the 
whole gamut of occupations. 


In reference to the Wachovia 
Bank and Trust Company ad- 
vertisements, Merrill Anderson, 
author and finisher thereof, 
writes: 


“In its current advertising, 
the Wachovia Bank and Trust 
Company is endeavoring to take 
its customers behind the counter 
and explain to them the policies 
of management upon’ which 
sound banking is built. These 
explanations are not so much 
concerned with the routine of 
banking but emphasize the fac- 
tors of management which de- 


termine the usefulness and sta- 
bility of banking in the com- 
munity. 

“For example: In one adver- 
tisement with the heading, ‘For 
Sound Banking—Look to Man- 
agement, Not Laws,’ this insti- 
tution points out that legislation, 
while necessary and helpful, will 
never of itself assure sound 
banking; the real protection for 
the depositor must come from 
the honesty, the judgment, and 
the integrity of the banker, 
qualities which cannot be pro- 
vided by law. 


“The protection which a mod- 
ern system of audits and exami- 
nation provides for the depositor 
is pointed out in an advertise- 
ment headed ‘Inside Audits Are 
Added Safeguards.’ 

“In these days when banks 
are having to revise their service 
charge and analysis systems, and 
when the general profit system 
of business is under fire, it is 
quite appropriate that one of 
the bank’s advertisements should 
be devoted to the subject of bank 
profits. Under the title ‘Your 
Bank’s_ Profits Become Your 
Protection’ the Wachovia points 
out that in order to be safe a 
bank must operate with reason- 
able profit. ‘Banking profits are 
not for the purpose of paying 
large salaries or high dividends; 
their primary use is to provide 
reserves as a protection to de- 
positors. During recent years 
all reserves, both of business and 
banks, have been greatly re- 
duced. For the sake of safety, 
these reserves must be restored.” 
The advertisement also points 
out the increased cost of operat- 
ing banks under the NRA and 
the necessity of maintaining 
high standards of service.” 


A SERIES of educational articles 
on banking is being written for 
his county newspapers by Cashier 
C. A. Cheatham, of the Com- 
mercial Banking Co., of Car- 
rollton, Ohio. “Your Bank and 
You” is the theme, and some of 
the articles have been headed: 
“Banking Business Better,” “The 
Borrower,” ‘Service Charges,” 
and “Deposit Insurance.” The 
articles are written in simple, 
easily understood language so 
that “the wayfaring man, though 
a fool, need not err therein.” 





What banking 


system for 
America ¢ 


RE the forty-nine separate jurisdictions under 

which American banks operate an underlying 
cause of the inherent weakness of our banking sys- 
tem? If so, what can be done about it? What is the 
ease for a unified system of banking control? How 
could such a system be brought about constitution- 
ally? How would the change affect the banks? These 
are questions every intelligent banker is asking today. 


Federal and State 


Control of Banking 


By 
THOMAS JOEL ANDERSON, Jr. 


ERE at last is a complete study of the problem 

by an unbiased observer. The author has made 
an exhaustive survey of Federal and State control of 
banking. He has studied the various controversies 
which have arisen between Federal and State authori- 
ties and shown how competition between these two 
jurisdictions has weakened effective supervision and 
brought about many of the conditions which made a 
crisis inevitable. 
By signing the coupon below you may have this book 
come to your own desk for five days’ examination. 


MAIL THE APPROVAL ORDER BELOW 


BANKERS PUBLISHING COMPANY, 
465 Main St., Cambridge, Mass. 


You may send me a copy of “Federal and State Control of Banking” for 5 days’ 
examination. At the end of that time I will either remit $2.50 or return the book. 
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NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 


Parers ON PuBLic Crepit, COMMERCE AND 
Finance. By Alexander Hamilton. Edited 
by Samuel McKee, Jr., with a foreword 
by Elihu Root. New York: Columbia Uni- 
versity Press. $3.00. 


In these times of perplexity it is refreshing 
to have recourse to the sound principles of 
credit, commerce and finance so ably set forth 
in the reports on these subjects made by 
Alexander Hamilton, first Secretary of the 
Treasury. No less valuable is the brief fore- 
word of Mr. Root, long eminent in public 
life and still one of the country’s most dis- 
tinguished statesmen. From this foreword 
the following significant extract is made. Mr. 
Root is discussing in a general way the poli- 
cies implicit in the “New Deal.” He says: 


“It has now become evident that there will 
be a strong effort both in and out of office 
to continue beyond the period of emergency 
and make permanent some broad powers of 
government which have been exercised here- 
tofore upon no claim of justification except 
as temporary expedients to meet the emer- 
gency. Many of these powers affect materially 
the scope of individual liberty, especially in 
business, the obligation of contracts, and the 
security of property, as well against govern- 
ment as against other individuals. The ques- 
tion whether the American people are willing 
to include in their permanent system a grant 
of such powers, and to subject themselves 
permanently to such governmental control, 
has never been really considered or discussed. 
It certainly should be discussed thoroughly 
and considered maturely by the whole elec- 
torate, for it is of vital importance. It is no 
party matter. It is not to be determined 
solely or chiefly by immediate effects. Our 
future social organization and the permanence 
of our national union may well be at stake, 
for the proposal appears to. involve an aban- 
donment of limitation on official power which, 
tightly or wrongly, we have considered es- 
sential to our free government.” 


Granting the force of Mr. Root’s appre- 
hensions, and thoroughly agreeing with the 
views of Hamilton as set forth in these il- 
luminating reports, one is not a little puzzled 
as to why Jefferson instead of Hamilton was 
not selected to sustain the views which the 
publishers had in mind, as evidenced by Mr. 
Root’s foreword. Hamilton was a stout de- 
fender of a strong central government and 
a broad interpretation of its powers and of 
this strong evidence is afforded in these 
papers. He argued convincingly of the power 
of the Federal Government to charter a bank 
and to encourage manufactures by duties, 
bounties and premiums. Jefferson said that 
country is best governed that is least gov- 


erned, and what he would have thought of 
the many new and strange things being done 
by government may well be imagined. 

But any bewilderment that may be felt at 
the selection of Hamilton to sustain views 
which, seemingly, he did not hold, is counter- 
balanced by the service rendered by the Co- 
lumbia University Press in making these in- 
valuable reports generally available. They 
are masterpieces on the subjects of which 
they treat, and may profitably be read and 
and studied by all interested in these im- 
portant public problems. The temptation to 
quote from these documents at length is very 
great, but one extract must suffice. Con- 
sidering the tendency of governments to run 
into debt, Hamilton said: 

“And as the vicissitudes of nations beget 
a perpetual tendency to the accumulation of 
debt, there ought to be, in every government, 
a perpetual, anxious and unceasing effort to 
reduce that which at any time exists, as fast 
as shall be practicable, consistently with in- 
tegrity and good faith.” 


THE BANKING SITUATION: Post-War PRos- 
LEMS AND DEVELOPMENTS. By H. Parker 
Willis and John M. Chapman. New York: 
Columbia University Press. $5. 


Tuis book of over 900 pages embodies the 
results of the elaborate inquiry into com- 
mercial and investment banking by the 
Senate Banking Committee engaged in the 
preparation of the Banking Act of 1933. 
Professor Willis was in the strategic posi- 
tion of economic counsel to the committee 
during that preparation. 

The book also contains the fruits of the 
studies made by a committee of the Federal 
Reserve System of Branch, Group and Chain 
Banking and Bank Failures. 

In the pages of this book will be found a 
complete account of the currency and mone- 
tary legislation of Congress, an up-to-date 
survey of existing banking conditions, and a 
study of the factors which are tending to 
transform the banking structure of the 
United States. 


THE Money Muppie. By James P. War- 
burg. New York: Knopf. $2. 

Mr. WarBurc says of himself in the first 

chapter of this book that he is “neither an 

economist nor a politician, but merely a prac- 

tical banker.” 

What Mr. Warburg has to say about the 
recovery problem and the attempt to solve it 
by altering the money mechanism and what 
he has to say about prices, debts and dema- 
gogues is, therefore, of the utmost interest 
to other “practical bankers.” 


229 





230 


In the first third of the book Mr. War- 
burg has sketched the general background of 
money and banking. He has sought to pro- 
vide in simple terms the basic elements of 
the origin and nature of our money mechanism 
and a few simple definitions of much used 
and frequently misunderstood terms. 

The balance of the book—the core of it— 
tells the inside stories of what we have done 
since March, 1933, why we have done it, 
and where it leaves us at the present time. 
The final chapter, “What Really Ails Us,” 


is of special significance. 


THE STATE AND Economic Lire. New 
York: World Peace Foundation. $4. 


Tuis book contains the full texts of addresses 
delivered by a score or more of the world’s 
outstanding economists, including Sir Arthur 
Salter, Professor Gay of Harvard, and Pro- 
fessors Toynbee, Jacob Viner and Alfred 
Zimmern at the sixth session of the Inter- 
national Studies Conference held in London 
in May and June, 1933. It is published by 
the International Institute of Intellectual Co- 
operation, Paris, and is being distributed in 
this country through the World Peace Foun- 
dation, Boston and New York. 


CoMMON 
New York: 


SUCCESSFUL SPECULATION IN 
Stocks. By William Law. 
McGraw Hill. $3.50. 

TuIs is a revised edition of a book which 
has been highly praised for the soundness 
and clarity of its treatment of the subject of 
stock speculation. Beginning with a discussion 
of the mechanism and tools of speculation, it 
proceeds with an analysis of the movements 
of stock prices as a whole—the different 
meanings of “‘value,” price fluctuations and 
their causes, and the relation of general busi- 
ness activity to the stock market. The book 
treats in detail of the different kinds of stocks 
and gives suggestions for accurately judging 
particular stocks of all classes. 


DETERMINANTS OF INVESTMENT PRACTICE. 
By Edmund Brown, Jr. New York: Mac- 


millan. $2. 


THE items to consider in formulating and 
administering any investment program are set 
forth with compelling clarity by the author 
of this book. 

Are common stocks ever investments? Do 
common stocks differ too widely in character 


to be considered as a group? When and to 
what extent should common stocks be bought 
by the head of a family; by an insurance 
company; by an endowment? When should 
iong-term bonds be bought, and when should 
they be sold? What are the functions of 
preferred stocks, guaranteed stocks, short- 
term notes, mortgage loans and mortgage 
bonds? If capital stock is to be bought, what 
tests should be made as to the nature and 
earning power of the business, its financial 
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policy and accounting methods? How shall 
the investor adapt himself to the various 
phases of the business cycle, avoiding both 
the excesses of the boom period and the 
disastrous results of carrying speculative se- 
curities through a major depression? These 
are some of the questions which have been 
investigated and reported upon in this book. 


MANAGED Money: THE ExXPERIENCE OF 
SwepEN. By Erik T. H. Kjellstrom. 
With a foreword by H. Parker Willis. 
New York: Columbia University Press, 
$1.75. 


THis book describes the actual results of 
managed currency over a period of more 
than two years in Sweden. It is the belief 
of the author that the efficiency of currency 
management in times of severe depression is 
overemphasized, which belief is sustained by 
the experiences of Sweden’s central bank. 
The conclusion is reached that stabilization 
of an index of representative prices does not 
prevent heavy fluctuations in production and 
employment. 


THE MATHEMATICS OF FINANCE. By Charles 
N. Hulvey. New York: Macmillan. $3. 


Tuis book is intended as a text on the fun 
damentals of the mathematics of finance for 
students in colleges and schools of business. 
While it is not intended as a handbook for 
practical use, it will no doubt be found of 
value by many engaged in investment prac- 
tice. 

Mathematical principles are applied to sim- 
ple interest, compound interest, annuities, 
sinking funds and amortization, valuation of 
bonds, depreciation, building and loan asso- 
ciation problems, life insurance premiums, etc. 

The author is associate professor of com- 
merce at the University of Virginia. 


PRINCIPLES OF Money, CREDIT AND BANK- 
ING. By Roy L. Garis. New York: Mac- 
millan. $3.50. 

TuHIs volume of over 1000 pages presents an 

accurate description and analysis of our mone’ 

tary, credit and banking problems. It is di- 

vided into three sections devoted to money, 

credit and banking in the order named. 

Under money the author has complete 
chapters on the nature and functions of 
money; the evolution of money; gold; metallic 
money; “the battle of the standards”; the 
gold standard; bank currency: history of 
American currency; national bank and Fed- 
eral Reserve notes; the value of money; mone’ 
tary reform. 

Under credit he has chapters on the nature 
and functions of credit; the theory of credit 
expansion; public credit; credit instruments; 
foreign exchange; legal aspects of credit; the 
control of credit. 

The section on banking is divided into 
chapters as follows: The history of banking 
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to 1835; state banks in the United States; 
the national banking system; banking ad- 
ministration; internal organization and opera- 
tions; inter-bank relations; the Federal Re- 
serve System: administration and organiza- 
tion; the Federal Reserve System: functions 
and powers; foreign banking systems; non- 
commercial banking; our agricultural bank- 
ing system. 

The book is fully indexed and contains 
valuable lists of bibliographical references at 
the end of each chapter. 

“SouND” AND “UNnsounpD’” Money. By 
Twyman O. Abbott. Harrisburg, Penn.: 
Telegraph Press. $1.50. 


Tuis is a book on the silver question and 
is a comprehensive study and survey of the 
legislative, executive and judicial history of 
the question—with a sympathetic attitude 
towards silver. It contains an extensive re- 
view of its historical relations with gold and 
paper money. 

The author is a retired corporation lawyer 
of San Francisco who has made a life-long 
study of monetary problems. He makes no 
effort to disguise his own belief in the sound- 
ness of silver as a monetary base but gives 
all sides of the argument a fair share of 
attention. 


THE BREAKDOWN OF MONEY. 
pher Hollis. 
$1.50. 


THis book is designed to be a “handbook 
about the depression for the plain man, start- 
ing from the simplest questions, leading to 
common sense conclusions.” 

“Hardly anybody is rich, millions have a 
bare subsistence and yet inventions have so 
multiplied goods that they glut the markets 
—more than enough for all. Why is there 
not enough money to buy them? Where 
does money come from?” 

These questions and others Mr. Hollis at- 
tempts to answer in this interesting volume. 


By Christo- 
New York: Sheed & Ward. 


MoperN ADVERTISING MAKES Money. By 


Kenneth M. Goode. 
$2.75. 


Here is a book on advertising based on 
present-day conditions, keyed to the post- 
depression need for lower selling costs, for 
sound methods of meeting more severe com- 


siggy and for ideas that will bring mass 
sales. 


New York: Harpers. 


Every business executive who is concerned 
with the problem of increased sales and lower 
costs will get inspiration and help from this 
timely book. 


Our Master’s VoIcE—ADVERTISING. By 

James Rorty. New York: John Day. $3. 
Tuis book is an attack on modern advertis- 
ing. Mr. Rorty attacks joyfully, wittily, yet 
in deadly earnest and with a wealth of knowl- 
edge out of his own experience in advertis- 
ing agencies. Every advertising man will 
enjoy this book, though parts of it will anger 
him. 

“I have tried to show,” writes Mr. Rorty, 
“that the advertising business has wrought a 
far more profound havoc upon our people 
than most of us realize. I have tried to 
show that this business perverts and stultifies 
our essential instruments of social communi- 
cation; that its fantastic economic wasteful- 
ness is the least important aspect of its 
viciousness; that this leering, cajoling, bully- 
ing caricature of truth, decency, service, edu- 
cation, science is something that a sane and 
vigorous people must reject in its totality, 
on pain not merely of economic chaos but of 
cultural death.” 


NEW PAMPHLETS 


THE MIRACLE OF MuTuat SaviINGs: 1834- 
1934. Published by the Bowery Savings 
Bank, New York. 

Tuis brochure was published to commemorate 

the 100th anniversary of the Bowery Sav- 

ings Bank, New York. It contains not only 
an interesting history of this bank but also 
gives a valuable account of the development 


of the mutual savings idea during the past 
century. 


WHat Is SouND MoNEY AND WHO WILL 
ControL IT—ENGLAND OR AMERICA? 
New York: Economic Forum. 2%c. 


AN interesting presentation of the various 
schools of monetary thought. 


Some INDIAN EvENTs OF New ENGLAND. 
Boston: State Street Trust Company. 


ANOTHER interesting historical brochure is- 
sued by the State Street Trust Company 
whose publications of this nature have be- 
come justly famous. Contains many inter- 
esting illustrations. 





OU ARE INVITED 


TO ATTEND ’:: 


“TQ” 


eAnnual Convention 


OF THE FINANCIAL 
ADVERTISERS 
ASSOCIATION 
at Buffalo, September 10-13 


No event of the year is more 
vitally essential to a better under- 
standing of financial advertising 
in all its phases . . . than this 
public forum . . . on subjects of 
timely interest to bankers, brokers 
and others engaged in the broad 
field of finance. 


The program has been so planned 
as to afford all who attend, the 
opportunity to benefit by a 
valuable interchange of ideas 


relating to financial advertising, 
merchandising and selling, public 
It is 
original, unique and comprehen- 


and customer relations. 


sive ... built as an editor would 
build an informative, instructive 
publication . . . designed to pre- 
sent in logical sequence ALL the 
facts which must be known— 


To Meet the Public’s Demand 
For Financial Information 


How this can best be accom- 
plished will be explained in 
illuminating talks by men prom- 
inent in business, commerce, and 
finance. Four general sessions 
and eight departmental sessions 
are to be held during the con- 
vention, followed by a general 
review that will be both analyti- 
calandinterpretive. The primary 
purpose of the convention is to 
disseminate specific information 
of genuine, practical, construc- 
tive value . . . to make atten- 
dance truly worth while. 


C for reservations and further information writeto PRESTON E. REED 
Executive Secretary 
231 So. La SALLE Street, CHIcaco 


This advertisement designed and written by ALBERT FRANK-GUENTHER Law, Inc. -A4dvertising 
New York Chicago Boston Philadelphia San Francisce 
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A MONTHLY DIGEST OF SIGNIFICANT ARTICLES APPEARING IN 
THE GENERAL MAGAZINES OF INTEREST TO BANKERS 


WHY THE BANKER MUST ANA- 
LYZE HIS DEPOSITORS’ 
ACCOUNTS 


By Henry F. SHAFFNER 
Chairman, board of directors, Wachovia 
Bank & Trust Company, Winston-Salem, N. C. 
From The Wachovia, monthly house organ 

of that bank 
Showing how this bank explains the need of 


service charges to its customers 


a sound bank and provide services 
for customers on a reasonable and 
fair basis, the banker must have certain 
definite information about his own costs 
and the individual accounts of his cus- 
tomers. 
First, the banker must know definitely 
just what he can earn from the funds 


|: is evident that in order to operate 


which the depositor leaves with him. 
He must know how much each individual 
customer has on deposit, how much serv- 
ice the depositor requires and how much 


it costs to render this service. When 
the banker has this information he is able 
to set up a definite standard of measure- 
ment, and measure each individual ac- 
count in order to determine whether or 
not the balances maintained are sufficient 
to compensate for the services required. 

In fairness, the banker must apply the 
same measuring standard to all accounts, 
both large and small, but for practical 
operating purposes most hanks divide 
their accounts into two general classi- 
fications: first, individual accounts which 
have practically no activity except checks 
drawn against them; second, business ac- 
counts which, in addition to drawing 
checks, usually deposit a large volume 
of checks on other banks and require 
numerous additional services not ordi- 
narily demanded by the individual de- 
positor. 

In the case of individual accounts, the 
average balance for the month is deter- 
mined and the checks paid during the 
month are counted. A uniform, metered 


schedule is then applied and those ac- 
counts having greater activity than is 
compensated for by the balances main- 
tained are charged a small amount to 
cover the cost of the service. The 
amount of this charge depends upon the 
size of the balance and the amount of 
activity. Customemrs whose accounts 
are subject to charges may avoid paying 
a charge by increasing their balance by 
a reasonable amount. 

In the case of business accounts, each 
account is analyzed individually each 
month in order that all the extra service 
requirements of such accounts may be 
taken into consideration. 

The formula for the analyysis of busi- 
ness bank accounts is simple: determine 
the possible earnings from the account 
and deduct from that the cost of the 
service rendered. 

The earning power of an account may 
vary from year to year depending upon 
general conditions, the demand for short 
term loans, the market on commercial 
paper and the yield on high grade bonds. 
Under present conditions, with a limited 
demand for loans and an unusually low 
yield on bond investments, an earning 
rate of 3 per cent. is considered good by 
well managed banks. 

There is, of course, a distinction be- 
tween the customer's average balance as 
shown by the ledger, and that portion 
of the account which the bank may em- 
ploy as an earning asset. Suppose the 
customer is depositing daily a number 
of checks on other banks, many of which 
are situated at distant points. The total 
of these checks is included in the cus- 
tomer’s ledger balance at the close of the 
day, but the bank cannot use the funds 
represented by these checks on other 
banks until actual collection is made. 
The time required for such collection 
will vary from one to six days, depend- 
ing upon the location of the banks on 
which the checks are drawn. It is neces- 
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sary for the bank, therefore to keep an 
accurate record of all checks deposited 
by such customers on other banks and 
to compute the time required for the 
collection of each individual check. 
These uncollected amounts are termed 
“float.” 

When a deposit containing any sub- 
stantial number of checks on other banks 
is made at the teller’s window, the teller 
turns the deposit ticket over to the 
analysis department. This department 
makes note of all checks drawn on other 
banks and determines the amount of 
time involved in the collection of these 
checks. The customer, of course, re- 
ceives immediately credit for all cash 
and all checks on his own bank. 

A record is made of the amount of 
exchange which will be charged by such 
other banks as do not remit at par for 
checks drawn on them. The analysis 


clerk also makes a notation as to the 
number of checks on other banks de- 
posited. From the analysis department 
the deposit ticket goes to the bookkeep- 


ing department for posting to the ac- 
count of the customer. 

At the end of the month the analysis 
record of each such account is summar- 
ized and the various items of cost are 
computed in order that a total of these 
costs may be compared with the earn- 
ing power of the account. 


From the ledger balance is deducted 
the amount of “float” in order to arrive 
at the collected balance. Since the bank 
must keep on hand at all times an ample 
supply of currency and must maintain 
with approved depositories legal reserves, 
not all of a customer’s collected balance 
may be employed in the production of 
income. Therefore, a portion of the 
balance is deducted to cover these cash 
and legal reserves. This usually amounts 
to 15 per cent. The net balance, after 
this deduction, represents the maximum 
amount which the bank may loan, or 
otherwise employ as an earning asset. 

The earning rate on the net balance 
is then applied and the bank knows the 
maximum earning power of the account 
and has a definite figure with which to 
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compare the cost of servicing the ac- 
count. 

For example, the X Manufacturing 
Company maintained for the month of 
March an average ledger balance of 
$10,000. The average daily float on this 
account was $4000, leaving an average 
daily collected balance of $6000. A 
deduction of 15 per cent. reserves, or 
$900, left a net earning balance of $5100. 
If the current earning rate is determined 
to be 3 per cent., the earning power of 
the account of the X Manufacturing 
Company for the month of March was 
$12.75. The company has, therefore, 
$12.75 against which to apply the cost 
of the service it received. 


Next, the analysis department deter- 
mines the cost of the service. The 
checks paid against the customer's ac- 
count during the month are counted. 
The bank has made a thorough analysis 
of its operating costs and knows just 
how much it costs to handle each check 
drawn on itself, as well as each check 
drawn on other banks. Therefore, the 
total number of checks charged against 
the customer’s account during the month 
is multiplied by the cost for handling 
each check and this item of expense is 
quickly determined. 

From its daily record the analysis de- 
partment gets the number of checks 
drawn on other banks and multiplies this 
total by the cost of handling each such 
check. The cost of handling checks on 
other banks is usually about one-half 
the cost of handling a check drawn on 
the customer’s bank. 

The amount of exchange involved in 
the collection of out-of-town checks 
drawn on non-par banks is then totaled. 
Any other miscellaneous items of cost 
are also entered on the record. The 
total of all these costs is then computed 
and a quick comparison can be made 
with the income produced by the ac- 
count. 

Carrying the above illustration a step 
further, we find, for example, that the 
X Manufacturing Company had a total 
of 50 checks charged to its account for 
the month. If the cost of handling each 
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check has been determined to be 4 cents, 
then the total cost to the bank of pay- 
ing these 50 checks is $2.00. The com- 
pany during the month deposited 100 
checks drawn on other banks. If the 
cost of handling these checks is 2 cents 
each, then there is a total cost of $2.00 
for the month. Some of these checks 
were drawn on non-par banks, and the 
analysis record shows that the total ex- 
change charged by the drawee banks for 
the month is $2.75. Other expense items 
for the month, such as issuing cashier’s 
checks and handling drafts, amounted 
to 75 cents. These various items of cost 
total in all $7.50. 

The earning power of the account was 
determined to be $12.75, and after de- 
ducting total costs of $7.50, the bank 
has a net profit for the month of $5.25. 

It is apparent that the value of an 
account to the bank is not always de- 
termined by the size of the account. The 
amount of float or out-of-town items 
handled and the volume of other services 


required are always important factors 
in determining profit or loss on any bank 


account. The greater the activity, the 
more balance is required to cover the 
cost of the activity. 

For years, most well managed banks 
have had some system of charges on cer- 
tain types of accounts, and some form of 
account analysis. However, there has 
been a lack of uniformity in methods 
and systems. During recent months the 
establishment of codes and uniform fair 
trade practices has tended to place com- 
petition upon a fairer and sounder basis. 
Recently, fair trade practices for banks 
in North Carolina have been adopted 
by the North Carolina Clearing-House 
Association and by local clearing-houses 
in many cities and town throughout the 
state. Schedules for service charges and 
analysis of accounts have been set up, 
based as nearly as possible on local costs. 

With complete information as to his 
costs and income, the banker is in much 
better position to serve his customer 
fairly and intelligently. Upon this basis 
he can build a sound and helpful bank- 


ing institution. 


UNDERSTANDING PROMOTES 
CONFIDENCE 


By GorDON ARTRESS 
Nela Park Office, Cleveland Trust Company 


From The Cleveland Trust Magazine 


AS it occurred to you why banks 
H should have to, at this late date, 

discuss and devote considerable 
time to constructive customer relations— 
a subject that instead of being a plati- 
tude is recognized as being one of the 
most vital questions of the day? 

Have we in the banking business gone 
through all these years neglecting one 
of our strongest assets, customer rela- 
tions? The evidence to date indicates 
that we most certainly have done just 
that. Now, realizing our mistake, we 
are attempting an “about face.” 

In analyzing the past relationship be- 
tween the public and the banks, we find 
that each of them was wholly out of 
sympathy with the other. There was 
no realization that theirs was a common 
cause; that they were just as vital to each 
other as the heart to the lungs or the 
eye to the brain. There was such a 
complete lack of understanding and 
lack of knowledge that we were precipi- 
tated into a panic—the sheer magnitude 
of which served as our awakening. 

Each party was unappreciative of the 
importance of a cordial, healthy relation- 
ship with the other. Rather than being 
the fault of anyone in particular, it was 
simply a condition arising out of ab- 
normally rapid growth which our coun- 
try has experienced. The important 
item to grasp is that our policies of years 
past in regard to public relations have 
been wrong, that they did not make for 
a sound foundation on which to build 
confidence. 

Under the stress of rapid expansion 
and severe competition banks developed 
into the “department store of finance” 
and indulged in many practices which 
cast a stigma upon them in the public 
eye and which in many cases were in- 
jurious to their reputations. 

Now the picture is changed. The 
scope of banks’ activities is limited and 
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TRUST DEPARTMENTS 
ALL OVER THE 
COUNTRY ARE USING 





Personal Trust 
Administration 





By CUTHBERT LEE 


A Working Manual for 
Every Trust Department 


Price $5.00 


BANKERS PUBLISHING CO. 


465 Main STREET 
CAMBRIDGE, Mass. 


the strain of competition has been lifted 
by the Banking Act of 1933. The bank- 
ers have awakened to a realization that 
public confidence is their greatest asset 
and that in order to receive this trust 
they must be worthy of it. 

What then, is our task? 

Our task is to build, on a sound 
foundation, a mutual esteem and sym- 
pathy between the public and the banks 
that will defy the undermining and 
ruinous effect of baseless condemnations 
and rumors. 

In approaching the problem it is obvi- 
ous that we have to do what has not 
been done in the past. It is a psycho- 
logical problem and has to be treated as 
such. 

In the parlance of the public relations 
man, we have to create, in the public 
mind, a “want” for banking services. 
We have to build up an appreciation of 
the vital functions, vital to the public 
and to the economic world generally, 
performed by banks. 
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The old idea that a bank is merely a 
place to put money at a small rate of 
interest can be blamed squarely on the 
bankers, for it was their old advertising 
byword of “thrift” that gave birth to it. 

Because of this the public never con- 
sidered banks as occuping a most im- 
portant position in our national life; 
they saw only the “marble front.” By 
the same token the banks never fully 
appreciated the position of the public 
They recognized the public, but only in 
a position secondary to the money which 
they possessed. I hope it is definitely 
realized that there must be a complete 
reversal of policy. 

The many misconceptions of banking, 
and that air of aloofness which char- 
acterized so many bankers of years past, 
have to be eliminated if we are to arrive 
at point of mutual understanding. 

We have to take the public completely 
into our confidence, lay all our cards on 
the table—we can withhold nothing; for 
anything that is not thoroughly under- 
stood will be feared and it is our objec- 
tive to eliminate fear. The public has 
to understand that while we are operat- 
ing for a profit, we are nevertheless 
looking out for their best interests, which 
are as vital to us as to them. They must 
know that we are performing services 
for them that can be done no other way 
and by no other agent. 

Lastly, we must approach the problem 
with a deep sincerity of purpose which 
will not tolerate any deviation from the 
path to success. 

It is only by a great concerted effort 
on our part that we are going to ac 
complish our goal. Let us not sacrifice 
our ideal to any petty selfish desire to 
be exclusive. We must be humble and 
above all we must continually recognize 
the vital importance of this question. 

Atonement is a word frequently used 
in the Bible. This word can be divided 
into three words—at-one-ment, the state 
of being at-one or as-one, that is, a state 
of complete reconciliation, or not being 
at cross purposes. Now in a slightly 
different sense of the word, to be sure, 
but retaining the fundamental principle, 
our goal should be at-one-ment. 





CURRENT 


SPEECHES 


A MONTHLY DIGEST OF CURRENT SPEECHES OF INTEREST TO 
BANKERS 


BANK MANAGEMENT PROBLEMS 


By O. Howard WOLFE 
Cashier, Philadelphia National Bank, Phila- 
delphia 


From an address before the North Carolina 
Bankers Association 


HAVE been of the opinion for some 
| tne that it is difficult, if not im- 

possible, to correct banking condi- 
tions unless we can first agree upon the 
things that need correction. We have 
tried for a great many years to produce 
good bankers by legislation and regula- 
tion, and thus far without success. We 
have tried through all kinds of bank 
association work and bank management 
conferences to elevate the standards of 
ethics and practice to be found in daily 
bank operation, and from the record of 
the past three or four years I conclude 
that we have begun in both instances at 
the wrong place. 

So I suspect that the biggest problem 
in bank management is the banker him- 
self. I cannot believe that this is the 
result of any inherent weakness or flaw 
peculiar to bankers. I am convinced 
that we are as smart a group of business 
men as any other particular group. 

I think we can blame a lot of our 
bank management troubles on Thomas 
Jefferson. A great and powerful nation 
has been built on the theory that each 
man is the equal of his neighbor. And 
we have construed it to mean that any 
man can run a bank. Our so-called free 
banking laws and the National Bank 
Act have as their object the theory that 
everyone shall be permitted to organize 
and operate a bank provided only he can 
raise a sufficient amount of capital. And 
right here we run into a primary ques- 
tion in bank management, namely, how 
much is an adequate amount of capital? 

So I have come to the reluctant con- 


clusion that the source of banking legis- 
lation problems, bank management prob- 
lems, public relations problems, or what 
problems have you, is the banker him- 
self. I confess I do not know the an- 
swer or, if I think I do, I hope I am 
discreet enough to keep it to myself 
until I am persuaded that you agree 
with me as to what our real problem is. 
If banking is to continue to be a 
private business, and if we are to es 
cape more rigid regulation than we have 
yet known, we must demonstrate that 
we know how to manage our banks so 
as to inspire public confidence in us. 
Well, where are we? I think in the 
first place we must agree on a new 
definition of integrity. Not long ago I 
had occasion to interview a judge who 
had sentenced a bank president to eight 
years in jail. This banker was a personal 
friend of mine, and after he had served 
several years, I went to see the judge 
with the thought of helping to secure a 
pardon. I referred to the fact that my 
friend, whatever might have been his 
dereliction, was personally honest and 
would not steal from anyone. The judge 
thought for several moments, and then 
said: “I quite agree with you that as a 
teller this man would never have stolen 
one penny from the bank, nor would 
he ever have taken money from anyone. 
As the president of the bank, however, 
he was not honest in that he kept cer- 
tain facts from the board of directors 
which they should have known. He was 
guilty of other practices which, even if 
they were legally permissible, were 
morally questionable, and in the end 
were bound to have wrecked the insti- 
tution.” I believe, therefore, that in- 
tegrity in a banker is very much more 
than scrupulous honesty with respect to 
the handling of other people’s money. 
One must keep faith with himself, with 
his competitors, and with the general 
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public. We must not confuse the terms 
integrity and honesty. They are not 
synonymous. I would say a banker is 
not a man of complete integrity if he 
does not give his customers the benefit 
of the best in the way of service and 
protection which can be given them. 

We must also agree on a new defini- 
tion of bank management. We must 
have the courage to operate our insti- 
tutions as we know they should be op- 
erated and not as our customers and de- 
positors, in some cases, think they should 
be managed. I can even imagine situa- 
tions in which a sound banker of ster- 
ling character and unflinching courage 
would oppose his board of directors in 
matters concerning which presumably he 
should be better informed than they. 
Particularly I can admire a banker who 
does not become panic stricken when 
his depositors begin to show signs of 
restlessness. 

I believe also that the independent 
unit banking system has been carried too 
far. Obviously banks have been or- 
ganized in places too small to support 
independent units, and in other cases 
new banks have been permitted to be 
opened in communities having no need 
for new banking facilities. In round 
figures we have reduced the number of 
banks in this country within ten years 
from 30,000 to 16,000, and in spite of 
the public attack upon bankers and our 
banking system, I am wondering whether 
16,000 is not enough banks, and if it is, 
that fact rather than loose banking 
methods may have caused most of the 
failures. We do not insist, for example, 
that every grocery store, drug store, or 
other business should survive in spite 
of every possible kind of adverse condi- 
tion, and why should we assume that 
banks can be organized and succeed be- 
yond the limits of banking needs? 

But whatever may be the answer to 
our banking problem, I cannot escape 
the fact that the salvation of the bank- 
ing business must rest ultimately upon 
the integrity, the ability, and the com- 
mon sense of the banker himself, and 
not upon law, regulation or supervision. 
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SOME THOUGHTS ON TRUST 
OPERATIONS IN THE 
SMALLER BANKS 


By Sam W. FULTON 


Trust officer, Mercantile National Bank at 
Dallas, Tex. 


From an adddress before the Oklahoma Trust 
Companies Association 


CCORDING to the last report of 
As Comptroller of the Currency, 


the number of national banks 
with trust powers has been reduced from 
1774 to 1478, a shrinkage of about 300, 
but only 90 of the 300 were in cities of 
25,000 population or more, and only a 
few banks in smaller cities had any right 
to be in the trust business. 

Too many trust departments have 
been located by moving a supply of 
stationery a few feet to the east or west 
of the entrance to the safe deposit vaults 
or by dusting up an unoccupied corner 
of the mezzanine floor. There is no 
other department of the bank which 
needs quarters so nearly comparable to 
a comfortable club room or a home liv- 
ing room as does the trust department. 
Men who pour out their hopes and am- 
bitions for their wives and children— 
and widows and orphans who subse- 
quently seek the counsel and guidance 
of the trust officer—must be received in 
the most private and comfortable sur- 
roundings which can be accorded them 
in any bank. 

Thanks to the annual report of the 
Comptroller of the Currency we do 
know something about the operation of 
trust departments in national banks. We 
can point with pride to the fact that 
trust departments the United States 
over, according to the trust company 
section of the American Bankers Asso 
ciation, earn on an average 37!/, per 
cent. of their gross income for net. It 
is true that trust gross and net dollars 
are insignificant in proportion to the 
total income of the bank. However, we 
must impress upon our managements 
that the net dollars we hand them at the 
end of any year are clean dollars with 
nothing to be charged against them now 
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or later. Consider the year ending 
June 30, 1932, and reported by the 
Comptroller of the Currency. National 
banks in Oklahoma had a gross income 
of $17,000,000 but showed a deficit of 
more than $3,000,000 before dividends. 
The trust department gross income for 
the same year was only $117,000 but, 
assuming that at least 30 per cent. of 
that gross was net, these operations were 
infinitely more profitable than those of 
all the rest of the bank.. The showing 
in Texas for the same period was little 
or no better. Our national banks grossed 
$45,000,000 and lost $5,000,000 on total 
operations for the year. Our national 
bank trust departments earned only 
$356,000 but certainly handed the man- 
agement at least $100,000 to apply 
against the errors and misfortunes of the 
other departments. 

It takes large numbers to establish 
averages and by the-same token averages 
represent a mean line between the best 
and the worst in any given operation. 
I have been interested to observe that if 


the trust departments of national banks 
made 30 per cent. of their gross income 
for net in the year referred to, that such 
net might have been applied to any one 


of the following purposes. It would 
have paid 32 per cent. of all of the in- 
terest paid on borrowed money, or it 
would have paid 27 per cent. of the 
interest paid to correspondent banks. It 
would have paid 14 per cent. of all the 
taxes levied against national banks, or 
it would have paid 40 per cent. of the 
depreciation charged off on_ banking 
house, furniture and fixtures. When 
you consider that these last two items, 
taxes and depreciation, are fixed charges 
and that all the rest of the national bank 
Operations were carried on at a dead 
loss for that particular year, I think you 
will agree with me that our seeminglv 
insignificant trust net dollars were of 
real importance to the institutions earn- 
ing them. 

I spent some time in a New York 
trust company and was inclined to be- 
little the ability of tank town banks to 
render trust service. Since returning to 
Texas I have changed my mind com- 
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pletely. I would say to my big city 
friends that in so far as a small town 
bank renders a service to the estates of 
decedents, which is superior to that 
available at the hands of any individual 
in the same town, their service is wholly 
justified and deserving of the confidence 
of their local clientele. 

I do feel it is not only possible 
but imperative for a small town bank 
executive undertaking trust business in 
any form to know nearly as much about 
the business as any full time trust officer. 
Trust men have exchanged information 
and experience without reservation and 
most of their experience is available in 
print. This makes it possible for the 
banker in smaller communities to read 
and become quite well informed, if he 
will read. It also serves to remind him 
that he can call upon his city friends 
for help in unusual trust problems and 
that he will receive the full benefit of 
their experience. There is good reason 
for this because mismanagement of an 
estate in “Tompkins Corner” may some 
day cost my bank in Dallas a very valu- 
able piece of business. While on the 
subject of what may be found in books, 
this has all been exclusively legal treatises 
and case records, and trust men have 
never had a practical manual such as all 
other professions use. After a century 
this lack has finally been supplied this 
year. A few months ago there appeared 
a book* entitled “Personal Trust Ad- 
ministration, Manual for Banks and 
Trust Companies” by a man who has 
been through the mill, a former trust 
supervisor of the Guaranty Trust Com- 
pany of New York. This book launches 
no new theories but merely puts in clear 
and simple writing the largest and best 
accepted details of method in the ad- 
ministration of trusts by our institutions, 
and I know that I and many of my 
colleagues have found it a very practical 
help. 

It seems to me that the trust depart- 
ment alone remains in which we may 


*Personal Trust Administration. By Cuth- 
bert Lee. New York: Bankers Publishing 
Company, 185 Madison avenue. $95. 
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offer a distinctive individuality of serv- 
ice to that 3 or 5 per cent. of our cus- 
tomers whose deposits are not insured 
but who in the last analysis constitute 
the very backbone of our institution. 
I do not mean that I will represent or 
guarantee an ability to earn a greater 
income on trust funds than you may be 
able to do because each of us will prob- 
ably be seeking the small class and char- 
acter of investments. I do not mean 
that I will undertake to personally hoid 
the baby’s bottle while you may delegate 
that duty to a nurse. I simply suggest 
that the operation of a trust department 
and the importance accorded it by my 
management, together with the extent to 
which we present our services to our 
customers, may distinguish mine from 
yours especially if your light has been 
under a bushel and is allowed to remain 
there. 

If you really believe that in trust work 
you are dealing with an absolutely fun- 
damental human need, if you believe 
that your trust department has the 
greatest possibilities for future develop- 
ment of any part of modern banking 
service, go and sell those ideas to your 
management. The management is too 
deeply engrossed in other problems to 
come to you. You will either find a 
sympathetic response to your representa- 
tions or find out that you're pulling on 
the wrong oar in your boat. 


COMING BANKERS’ 
CONVENTIONS 


GENERAL 


August 27-31—American Bar Association, 
Annual Meeting, Milwaukee, Wis. 

Sept. 10-13—Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo. 

Sept. 17-19—Morris Plan Bankers Associa- 
tion, Westchester Country Club, Rye, 
NN: Y. 

Oct. 4-5—Mortgage Bankers Association of 
America, Edgewater Beach Hotel, Chi- 
cago. 

Oct. 22-25—A. B. A. Convention, Wash- 
ington, D. C. 

Oct. 23-24—National Association of Bank 


Auditors and Comptrollers, Washington, 
D. C. 
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